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. Millions know it and trust it as the mark of quality steel " 

. P. 
e The U-S-S Label is familiar to millions of Americans. m 

° They have seen it consistently advertised year after year, in the ‘ 

‘ most widely-read periodicals of the nation. WwW 

‘. Before the war, they saw it on quality steel products in the stores O 
7 they patronized. ‘ 

. e \ 

” They have read of its magnificent war record. i 
‘ And they have come to regard it as an honest assurance of quality ‘ 

" steel, wherever they see it. ? 

: They look on it as a friend. Ce 

, This friendly attitude of the buying public toward the U-S:S Fe 

Label will prove a valuable sales asset to any product which bears Ke 

e ; ; ; oEE 

the U-S-S trade-mark, once steel returns in quantity to the retail Co 

' shelves. For potential customers will prefer the “face of a friend” to _ 

, that of a stranger. ou 

e Manufacturers of quality steel products who desire more informa- Cas 

e tion on the use of U-S-S Labels are invited to address inquiries to bo 

e United States Steel, P. O. Box 236, Pittsburgh, Pa. be 

° ; ‘ el tend 

' United States Steel Corporation Subsidiaries at 





























THE MAGAZINE OF 
WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 


Volume 79, No. 1 October 12, 1946 


The Ticker Publishing Company is affiliated by common ownership with the 
Investment Management Service and with no other organization. It pub- 
lishes The Magazine of Wall Street and Business Analyst, issued bi-weekly; 
The Investors Guide, Adjustable Stock Ratings, issued monthly; and The In- 
vestment and Business Forecast, issued weekly. Neither the Ticker Publishing 
Company nor any affiliated service or publication has anything for sale but 
information and advice. No securities or funds are handled under any cir- 
cumstances for any client or subscriber. 


CONTENTS 








Abie’ Brende Oy Mi VEMtS! «ay siers aie «carer io Sorel eure conc ee 3 
As I See It 

Byae hares @menemiat: .502.05 ~ ans cue + hoe es erases eos 5 
How Far Along Is Market Decline? 

ee oe eee re er ee ee ere ry ree 6 
Bottlenecks in Today’s Economic Picture 

Ve AVC Or RNC rsan oo snk oper Br eyo Gl ona ects ae oviw ee ne as 8 
Significant Changes in Plant Expansion Program 

Bay UIs VE ORO ENAENG Fea 5icr ac! ¢ disp aro akercner sieve sar o's BSier eileen eB ance 1] 
Labor Outlook for the Business Period Ahead 

ve Ayala BRAN GOI <5 <9. d:o/s sc nio's 4 o's oR eee erate a 14 
Inside Washington 

Reg hak Cheon oe hw denen ee uk ee aH OES 16 
PNG PAVE AOn sEARESS! (chu guaaMtrayst steals, pravorey o¥5-Geesat ana. davaceoa eharn oboe 1% 
Silver Regaining World Importance? 

BGAN Fae ROMO ENE 5 ois. -slores an ect cvarone cel bien tare wrote ac awerenitcters 19 
Today’s Investment Position of American Telephone & Telegraph 

Bays NO POM oom oo) seve evo stu cree vlavot en nies even o evel eat gialace ene 22 
Weeding Out Weak Spots in Your Investment Portfolio 

Poet de sare Ch OEM cree eh oc are taue ie eMare ee eras Kale seen aah oraed ote wees 25 
Potentials and Problems in the Paint Industry 

er I ok 5 ieee sd 6 Hebe d cven sedan 28 
General Mills—Study in Far Sighted Management 

yd Ore Lion VEU LERE ars optae ofornes clon sitet aslcwra¥alPcVoreh Sede ogo Wat slay oh ecalsay 30 
Why You Should Watch the Watch Companies 

Be cE eGR SOs OOD YSN Seo ch se array ert 06 Nw) ca gp ool ela onl Se ls Batol 32 
Opportunities in Bonds and Preferred Stocks 

SY. VACKSON! De NOLWOOG! ois.oy sce 0 sre so wilelere 6 s06/9 Gel ales *.. 84 
Building Your Future Income (Fditorial) ................... 36 
Individual Achievement Under Free Enterprise 

BAVe MOREL AISI AR, SER OWOIE oc oles (oie! oo: 4 wet 5 bt eeu le oreo eee 37 
Insurance as an Investment 

ESV AES GU ITN A AVEO De cis ora 2 cls iat st aueueias oletiayestal atic saanahamtaleun ss 38 
Capital Building in a Period of Inflation 

er Fale ND woken es ewes: rere Pere eee ee 39 
OR ese OME ACMA COME: oe 264 ots o./o:ic eucbinter oh siete. o: o's: USGA ee areata ena 40 
0 ks ce KANN aoe ase AN TRA He Owe ER KS CORE 43 
Oe ee ree ee ee ee eee 45 
PETE CPT ET COLE ROCCE TT 49 





Copyright, 1946, by the Ticker Publishing Co., Inc., 90 Broad St., New York 4, W. Y. 
C. G, Wyckoff, President and Treasurer; Eugene J]. Foley, Vice President; Arthur G. 
Gaines, Secretary. The information in is obtained from reliable sources and while not 
guaranteed we believe it to be accurate. Single copies on newsstands in U. S. 50 cents 
Canada, 55 cents: Place a standing order with your newsdealer and he will secure copies 
regularly. Entered as second-class matter January 30, 1915, at P. O. New York, Act of 
March 3, 1879. Published every other Saturday. 


SUBSCRIPTION PRICE—$10.00 a year in advance in the United States and sts pos- 
sesions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. Please 
send International Money Order or United States Currency. 

TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to your new address 

EUROPEAN REPRESENTATIVES — International News Co., Ltd., Breams Bidg., 
London, B. C. 4, England. 


Cable Address—Tickerpub 

















OCTOBER 12, 1946 











Adverisnn''—> 


WALL STREE'P 


“Basic Analyses”: 
Investors’ Choice 





Among the most popular series of 
studies offered investors by the invest- 
ment firm of Merrill Lynch, Pierce, 
Fenner & Beane are the periodically 
issued groups of “Basic Analyses.” 
Consisting of penetrating, individual 
studies of stocks currently important 
in terms of investor interest, these 
“Basic Analyses” provide up-to-the- 
minute facts essential in arriving at 
sound investment decisions. 

Varied Types: Ranging over a wide 
variety of industries, the current series 
of “Basic Analyses” includes studies 
of leading railroads, banks, utilities. 
oils, etc., each concise, interesting and 
helpful. Every analysis is the result of 
careful research and painstaking field 
investigation, presents both favorable 
and unfavorable aspects. basic position, 
earnings and other valuable data. The 
current list: 

AMERICAN Pwr. & Lt. Detrott Epison 

E. I. puPont 

Amer. W. W. & Etec. GoopyFaR TIRE 
Atcu., Top. & S. F. 


BaLtpwin Loco. 


AMERICAN Topacco 


InT’L HARVESTER 
MarINE MIDLAND 
Cin Sie: Benin PARAMOUNT Pict 
. PENNSYLVANIA R.R. 
Cittes SERVICE 

: 2 3 Pepsi-CoLa 
ComMonw’TH EpISoN 

SOUTHERN PaciFic 


STanparp Or (N. J.) 
Unitep AIRCRAFT 


CoMMONWEALTH & 
SOUTHERN 


Consort. Epison 


oF New York Unitep Arr LINES 


CRANE COMPANY Unitep Corp. 


Simple to Get: “Basic Analyses” are 
not intended as sales or purchase réc- 
ommendations; are simply an extension 
of M L, P, F & B’s policy of urging 
investors to “Investigate then Invest.” 
Readers need only to request those 
analyses* in which they have a special 
interest and copies will be mailed 
They 
offer concrete aid in assessing the at- 


promptly without obligation. 


tractiveness of these securities in the 
light of overall investment objectives. 


* Just indicate which of the “Basic Analysis’? you 
wish to receive and address your request to De- 
partment ‘“‘“MW,” Merrill Lynch, Pierce, Fenner 


& Beane, 70 Pine Street, New York, 5, N. Y, 











Our Railroads Are a Vital Part 
of Our National Security 


Every citizen should take time out now to warn the 
Military Affairs Committee of what is going on 


September 24, 1946 


Honorable Alfred Schindler 
Acting Secretary of Commerce 
Commerce Building, Washington, D. C. 


Dear Mr. Schindler: 


After another day of unsettlement in security 
prices I read in this morning’s New York Times: 


*‘Mr. Schindler filed with the Interstate 
Commerce Commission a statement declar- 
ing that ‘economic wisdom’ called for ‘with- 
holding additional increases in freight rates 
until the traffic, the revenues and operating 
expense picture for the remaining months 
of 1946 and the early months of 1947 is 


clear.’ ”’ 


Testimony has already gone into the records 
that the railroads this year will earn a return of 
1.34% on their investment and next year will 
probably earn nothing. This at a time of record 
breaking traffic. 


‘ A petition for a freight rate increase has now 
been pending before the Interstate Commerce 
Commission since away back in 1941. The Com- 
mission is instructed by Congress to prescribe rates 
that will provide ‘‘revenues sufficient to enable the 
carriers... to provide... efficient transportation.” 


Since 1933 five wage increases have been granted 
aggregating 90%. Fuel prices are up 117% and 
other supplies 86%. Yet freight rates today are 
lower than they were then; and the rate of re- 
turn on investment has averaged only 2.75%, an 
amount pitifully inadequate to attract new cap- 
ital. In the meantime other utilities serving the 


public have been allowed to earn two or three 
times as much. Could there be a clearer case for 
the railroads’ long pending request than these 
simple facts? 


Yet hearings, at great expense to the railroads 
and the taxpayer, have been going on ad infinitum. 
To cap the climax of chicanery and folly, the rail- 
roads, early in September, were forced, by the 
stalling tactics of the Commission, to publicly 
predict calamity and bankruptcy by 1947. 
Naturally, a market panic followed and railroad 
credit weakened. In direct consequence the rail- 
roads, as well as allied industries, may be forced 
to “lay off,’’ and ‘‘to abandon”’ long-delayed plans 
for improvements. A private facility, yet one as 
vital as the Army, well able to pay its own way, 
is being maneuvered into public charge and public 
expense by public servants paid to foster, not 
destroy. 


The public who pays your salary—to say 
nothing of the Military Affairs Committees of the 
Senate and House—is entitled to a clear state- 
ment as to why, in the light of the above facts, 
you think that the railroads are not entitled to 
help from the man who occupies your office. 


Sincerely, 


hut & fm4 


Chairman of the Board, Alleghany Corporation 


P. S. I am wondering if you made any attempt to 
withhold recent wage increases until the situation 
became ‘“‘clear.”’ 
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BROAD AS 


BUSINESS REPERCUSSIONS OF MARKET DECLINE 
—One of the salient questions of the moment is just 
how general business might be affected by the 
drastic decline in stock values. While market reac- 
tions are nothing new, it is rare, indeed, to have a 
break of such magnitude occur within so brief a 
period of time. It is estimated that some $27 billion 
in market values have been wiped out. 

That this will have some adverse effects on busi- 
ness is beyond question, but it is well not to read 
too much into the situation. It is a curious com- 
mentary on human nature that just a few months 
ago, the “sky was the limit” in the opinion of many; 
now the same people are apostles of unmitigated 
gloom. The answer to both these extremes is that 
balanced thinking is necessary. Discriminating 
analysis, noting both the strong and weak spots, in 
our economy, and acting accordingly, is today’s 
rationale for business men and investors. 

For many months we have been warning of 
marked contrasts in our economy which have been 
producing divergent economic trends. This is still 
our stand today. -the same constructive factors and 
the same hindrances to recovery still exist. Funda- 
mentally, they are much the same as they were a few 
months ago, though they have altered in degree. 
But now the market has largely given recognition 
to the adverse factors which some months ago it 
chose to ignore. 
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The Trend of Events 


But, to return to the original question, what 
specific effects on business are to be expected? In 
our opinion, both adverse and favorable results will 
be forthcoming. On the bad side of the ledger is the 
drop in purchasing power which the decline in se- 
curities will have for some businesses. Such a sell- 
off in the market is always immediately felt in cer- 
tain luxury-type trades, and those catering to top- 
income clienteles: jewelry, furs, ultra-priced gar- 
ments, country club memberships, luxury travel, 
ete. 

In the upper-middle brackets, it may mean can- 
celling plans for new homes, autos, and other sched- 
uled items in those cases where the drop in securities 
erased a slender margin of financial reserves. But 
for the great bulk of middle and lower income 
groups, the decline in securities has little direct ef- 
fect, for these groups, as a whole, are not “in the 
market.” 

From the standpoint of business planning, a de- 
cline of such severity always acts as a warning 
signal, resulting in greater caution, and restraining 
expansion plans. It is this sort of pattern that we 
may expect in the period immediately ahead. But 
while this will have a braking action on industry’s 
expansion movement for awhile, tt may prove that 
such caution is all to the good. 

One of the notable characteristics of the present 
business scene is the healthy fear against being 
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“caught out on a limb” in any way such as over- 
stocking of inventories, buying too far ahead, con- 
tracting for too great commitments. The lessons 
learned i in, 1929 and 1937 have not been entirely lost 
to business planners. Perhaps this will be the best 
insurance possible against eventual boom and bust. 


CURRENCY DEVELOPMENTS—In the light of fears 
of possible dollar devaluation recently expressed by 
sofne observers, the report just issued by the Inter- 

national Monetary I'und makes interesting reading. 
Perhaps the most noteworthy feature is the proviso 
that Fund members may change the par values of 
their currencies to prevent unemployment and busi- 
ness depression. According to this .ruling, the re- 
valuations may be made up to 20% of the par 
values initially set for any member’s currency in 
terms of gold or dollars. 

While it has long been known that some adjust- 
ments would be permitted, such a degree of elasticity 
is much more than generally expected. This con- 
cession is mainly due to British pressure for prefer- 
ential treatment for pound sterling to meet possible 
adverse developments in its international trade. As 
the tentative agreement now stands, such monetary 
adjustments may be made only whenever a “funda- 
mental disequilibrium” exists. The British position 
is that “unemployment of a chronic or persistent 
character” arising from pressure on its balance of 
payments, may be considered such a “fundamental 
disequilibrium.” 

This proviso, however, would have no bearing 
upon day-to-day transactions in foreign exchange 
since only a 1% adjustment is perimissable in spot 
positions. Only long-range adjustments would be 
allowed under the 20% ruling. 

Mark well what all this implies, for it indicates a 
new chapter in the role of “managed currencies.” 
The accent throughout the text of the report is on 
“preventing depressions,” using monetary manipu- 
lation as the device to attain this end. Here is*a 
situation fraught with much meaning for the future, 
for if a nation is faced with a continuing, chronic 
internal depression, and can ascribe it to trade 
maladjustments, it will apply for sweeping currency 
revisions. The effect on its competitors in the world 
market can be well imagined. American industry 
and labor have a direct stake in the outcome. 


A SIGNIFICANT APPOINTMENT— The exit of Mr. 
Henry A. Wallace and his replacement by Mr. Aver- 
ill Harr’man may have far-reaching significance for 
businessmen. Quite aside frem the politics al implica- 
lions of such a move, which need no further elabora- 
tion here, it is important that so vital a post be 
occupied by someone cognizant of, and sympathetic 
to, business men and their problems. 

The place and scope of the Department of Com- 
merce in the general scheme of things are not gen- 
erally appreciated, even among the business public. 
Its activities cover many diverse fields and the many 


types of services it renders would take pages to 
describe. It embraces such widely separated func- 
tions as aviation control (through the Civil Aeron- 
autics. Administration), foreign trade, steamship 
navigation, census taking, market research, sales 
promotion aids, economic analysis, granting patents, 
the coast and geodetic survey, inland waterways, 
establishing standards, and innumerable kinds of 
industrial research. The Department is a central 
information source and authority on virtually every 
industry and economic pursuit in the nation. 

In its efforts to aid the business public, it main- 
tains regional consulting offices in most principal 
cities throughout the country, as well as in Wash- 
ington, through which free consultation and in- 
formation are available. Through this and similar 
agencies, the department has made a special effort 
to aid small businessmen particularly. 


CURRENCY HOARDING— Whe latest figures on cur- 
rency circulation tell an interesting story, the gist 
of which is that hoarding is still with us on an 
appreciable scale. Circulation is rising again to a 
new record high, with some $28,448,000,000 report- 
ed outstanding at the end of September. This com- 
pares with $28,515,000,000 for last December, and 
$27,685,000,000 in August, 1945. 

The significant part of the latest currency data 
is the breakdown of the figure into various denom- 
inations. This shows a decline both in the smaller 
denominations i.e., $1 to $10 notes, and in the larg- 
est bills, that is, $500 and over. But in the middle 
brackets, viz., from $20 to $100, there has been a 
substantial increase. 

It is the decline in the largest denominations that 
is most suggestive at this ‘time, for this was the 
medium which had originally been the refuge of 
considerable ‘thot’? money, derived from black 1 mar- 
keteering and income tax: evasion. But with the 
mounting Treasury drive against such delinquen- 
cies, the ‘big denominations became too dangerous to 
hold, so a shift to the medium sized bills was to be 
expected. In fact, since V-J day, there has been 
an increase of over ”$1,000,000,000 in the volume of 
the $20 to $100 notes outstanding. But even with 
the conversion into smaller bills, a good part of the 
illicit cash cannot be conveniently banked or other- 
wise deposited, for the ‘Treasury is alert to any sud- 
den increases in bank, brokerage and insurance ac- 
counts which cannot be explained. 

However, there is a certain amount of “honest” 
hoarding, too. Many people, even in this day of 
Federal bank i insurance, have a deep-seated distrust 
of banks, for one reason or another. This is especial- 
ly true among the lower income groups, and it is in 
these categories that pay rises have been greatest 
of late. And, for domestic hoarding purposes, the 
$20, $50 and even the $100 bills are the most con- 
venient media. It will be interesting to watch the 
future trend of currency outstanding to see what 
story it tells. 





Rusiness. Financia, and INVESTMENT COUNSELORS 


1907—“Over Thirty-nine Years of Service’—1946 





THE MAGAZINE OF WALL STREET 


T 


frig 
in a 
ity. 
the 
dar! 
I 
this 
ope. 
mise 
(wi 
leve 
in _ 
Fra 
wor 
us te 
ard 
ual 
alon 
the | 
dom 
the. 
ery 
life. 
Ev 
appé 
gero 
ties I 
the 
gove! 
the | 
they 
fact 
a. fc 
the |] 
that 
went 
other 
ernm: 
by, ir 
fectiv 
take 
would 
the ec 
I, t 
crisis 
seemer 
now, 1 
euvers 
4 
have t 
in our 
econor 


ocTc 





ol. 


to 
ne- 
yn- 
lip 
les 
its, 
ys. 

of 
ral 
ery 


\in- 
pal 
sh- 

in- 
ilar 
‘ort 


‘ur- 
cist 

an 
oa 
ort- 
om- 
and 


lata 
iom- 
uller 
arg- 
ddle 


en a 


that 

the 
e of 
mar- 

the 
uen- 
us to 
-o be 
been 
ne of 
with 
f the 
ther- 
sud- 
e@ ac- 


nest” 
uv of 
trust 
ecial- 
is in 
atest 
;, the 
- con- 
h the 


what 


1946 


REET 





As g See GL am By CHARLES BENEDICT 


UNITED STATES—HOPE OF THE WORLD 


HE CARTOONIST who drew the picture below did a 

wonderfully fine bit of work in portraying the 
frightening implications of the struggle for power 
in our country on the future and fortunes of human- 
ity. How small the little flame that is the hope of 
the world! To let it die out would bring utter 
darkness! 


Everywhere the disillusioned masses are aware of 
this danger. In Eur- 
ope, where I found 
misery and starvation 
(with an even lower 
level of food allotment 
in England than in. 
France) men_ and 
women were looking to 
us to lead the way tow- 
ard freedom — spirit- 
ual freedom, which 
alone raises man above 
the beast — and free- 
dom of action, which is 
the prerogative of ev- 
ery form of animate 
life. 

Everywhere men were 
appalled at the dan- 
gerous political activi- 
ties in our country and 
the weakness of our 
government in meeting 
the issue. Nor could 
they comprehend the 
fact that there was 
a food shortage in 
the land of plenty— 
that ‘ ruinous | strikes 
went on one after an- 
other while the gov- 
ernment sat helplessly 
by, impotent and inef- 
fective, hesitating to 
take any action that 
would alienate votes in 
the coming election and political alignment. 

I, too, found it hard to reconcile the accelerating 
crisis which I found upon my return. It hadn’t 
seemed so bad from a distance of 3,000 miles. But 
now, under the full blast of the electioneering man- 
euvers, pitiful weakness shows up on every side. 

It is becoming increasingly clear that we either 
have to rise to the situation or prepare for a decline 
in our fortunes which can bring the severest kind of 
economic and political repercussions in its wake. 
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It is utterly illogical that we continue to drift 
from bad to worse under these circumstances and tol- 
erate the weak excuses for failure to take the proper 
steps. It is dangerous to permit license under the 
guise of freedom of speech, sitting helplessly by 
while subversive elements at the behest of a foreign 
power are openly seeking to destroy our liberties and 
economic well-being in order to usher in a totalitar- 
ian state and all that this implies. 

Nor do we take ac- 
tion to insure the re- 
sponsibility of the un- 
ions, despite the harm- 
ful and dangerous 
practices which clearly 
cry for correction if 
we are to build our 
economy soundly — 
produce an abundance 
of goods — usher in 
lower prices—and pre- 
vent inflation—a ruin- 
ous Inflation which can 
affect the great mass 
of people in the United 
States most seriously. 
This, although it is 
clear by now that rais- 
ing wages does not 
solve the situation, but 
continues the 











same 
conditions on a higher 
level. 


The evidence of the 
practical evaluation of 
our position is to be 
clearly seen in the for- 
ty per cent discount 
on American dollars in 
Switzerland—the only 
really solvent nation 
on the European con- 
tinent. This realistic 
valuation should have 
a sobering effect on 
our leaders in government, in industry, in labor, and 
to those who dream of a benign leadership of the 
United States in the future world. 

Because of the critical position of the world and 
our importance in it, we must find a means to prevent 
he upsetting of the hairline balance that exists. 
The situation calls for careful considered action by 
our government at all times and, as a matter of pol- 
icy, the prevention of careless utterances of imprac- 
tical idealists like ex- (Please turn to page 59) 


—Duffy in The Baliimore Sun. 


CANDLE IN THE WIND 











How Far Along Is Market Decline? 


Volume has been low on the last sell-off, 
and the daily averages are still above their 
previous bottoms as we go to press. If they 
hold, an intermediate recovery should be in 


the making. A conservative sweep in the 
November 5 Congressional elections could 
boost sentiment greatly. We do not advise 


general selling at present. 


By A. T. MILLER 


Wt -N our last market analysis was written, we 
noted technical evidence tentatively suggestive 
of arally. For about a weck thereafter prices work- 
ed higher, taking the Dow industrials up nearly 10 
points from their bear-market low to date around 
165. Thereafter it was a different story, with 
demand faltering and selling pressure renewed. By 
the end of last week the only question was whether 
the previous low faces imminent test and penetration. 
Only part of the question can be answered at this 
writing: to wit, another downside test is indicated. 
If there ts support around or above the September 
bottom, the chances for an intermediate recovery 
as distinct from a_ one-week rally—will be much 
improved. 

This is a situation which it is not possible to 
do much more than guess about near-term—or 
medium-term—market potentialities. The Magazine 
of Wall Street’s composite weekly index is already 


at a new bear-market low. So are the indexes of 
100 high-price and 100 low-price stocks. In some 
respects, but mainly over considerable periods of 
time, these indexes are more accurate measures of the 
market than are the Dow-Jones averages. It is 
possible that they are now “showing the way” to 
a new decline. On the other hand, since they reflect 
only prices as of the close of each week, there have 
been occasional test periods—and this might prove 
another one—when the daily averages not only told 
a different story, but the story stood up; ‘in which 
vase, of course, the weekly indexes would conform 
on their first subsequent compilation. 





Volume Indications Negative 


At last week’s close the Dow industrials were still 
about 4 points above their extreme September low. 
The rail and utility averages were also still above 
their previous lows. These margins of 
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support could be wiped out quickly, 
given any real volume of selling. How- 
ever, on that point the current evi- 
dence gives some basis for hope. Volu- 
me remained low on last week’s sag; 


lower than it had averaged on the 

previous week’s raliy. In short, there 

MAGAZINE OF WALL ST. is not yet indication that another 
, 300 STOCKS “dumping” period is under way. 


Indeed, a look at the chart pattern 
raises a question whether the market 
is as defenseless as some think, al- 
though in saying that we have to con- 
cede that it certainly is not possible to 
argue that a lasting bottom has been 
made. Aside from low volume on the 
latest sell-off, two things stand out. 
First, in starting from 165 in the Dow 
industrials, the 10-point rally came 
very shortly after a rally of roughly 
the same scope which had started from 
about 167. Second, as we write, the in- 


dustrials are not significantly lower 
than they were four weeks ago. Their 


semi-stabilization over those four weeks 
is in marked contrast to their almost 
vertical drop of around 33 points in 
three weeks from August 24 through 
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165 low to hold on the current |?°° 
test. If it does, that would sug- 
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nomic pros and cons at some |,,, — = 
length in previous analyses of 

the reasons for the bear market. | '7 

We have noted that business and _ | 150 | 
national income are at very high — | ,,5 | | 
levels, that no significant down- | | 
trend is likely for nearby |"” , 
months and that, despite mal- | 73 





adjustments in the wage-price 











sector, it is at present ‘difficult 
to see the makings of more than 
a relatively moderate interim 
deflation in business in view of 
unsaturated durable goods mar- 
kets and large consuming needs. 
We have noted that monetary 
developments — as_ reflected in 
receding total bank deposits, a 
cash-balanced Federal budget, 
firming short-term interest rates 
and recession in the high-grade 
bond market—are deflationary, 
but not dynamically so. We 
have said that the greatly in- 
tlated farm prices, if not at their peak, are probably 
near it, with substantial decline ahead. Meanwhile, 
finished goods prices are likely to rise further, pos- 
sibly over a period of some months, before they turn 
down. In view of the Government support policies 
for farm goods and the power of the unions to pre- 
vent wage deflation, we do not see how a major 
deflation of the price structure—as in 1920-1921 

is possible. 

Maybe an indeterminate degree of business defla- 
tion is being discounted, though f few economists ex- 
pect this before the late months of 1947. The dis- 
trust of the present situation is obvious and well 
founded. Investors became fed up with a labor 
situation which so far goes from bad to worse, and 
with the whole mess of endless wartime Federal 
controls. 


A Mainly-Psychological Bear Market 


Naturally, a market decline as great as that ex- 
Le hipeagin in late summer can not be an accident. 
Kither it is discounting something importantly ad- 
verse apap’ or it reflects great distrust “of things 
as they are * Perhaps it is some of both. 

If we are correct in believing that this is in large 
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degree a psychological bear market—-with Govern 
ment controls and labor policy weighing more 
heavily than economics and corporate earnings— 
the elections may be of uncommon importance. We 
have no notion that the election of a Republican 
Congress would immediately—or ever—solve all the 
nation’s problems. On the other hand, it can not be 
denied that the source of investment distrust and 
disgust today does have an essentially political foun- 
dation, for politics gave the unions their exe "eSSiVe 
powers and ‘Truman politics fostered this year’s un- 
precedented abuse of those powers. Correction will 
not be easy, but if it is to come at all, it has to start 
with political change. 

We gather that people are pretty well fed up 
with regimentation, which has at last been brought 
home to the economically-illiterate by the meat 
farce. If there is not a “conservative revolution” at 
the polls next month, one wonders whether there 
ever can be. If there is, it might for a considerable 
time change the complexion of the market. With 
that test only a month away, we doubt the wisdom 
of general selling at present prices. 

—Monday, October 7. 
























BOTTLENECKS 
IN TO-DAY’S 


ECONOMIC 
PICTURE 


By WARD GATES 


MERGENCE OF OUR economy from 
its first full year’s experience in 
passage from wartime activities to 
those of peace finds the road aheaa 
still far from clear. Barriers to 
achievement of all-out production, to 
be sure, have been avoided or leaped 
by certain fayored industries, but 
others have been able to make only 
slow or negligible headway. One after 
another unpredictable handicap to 
record breaking progress has ac- 
cumulated, to say nothing of normal 
expectancies, to tinge the record of 
many a sound concern. 

As prospects for much desired equilibrium can be 
envisaged only by open-eyed appraisal of their 
causes and potential effects, we will list them for 
separate brief discussion and comment. 


Labor Disturbances 

Spurred on by natural, if thoughtless impulses 
that high pay is the single requisite for better living, 
fanned on by reckless union leaders and _ political 
allies in Washington, a minority of workers have 
successfully struck for substantially higher wages. 
At tremendous costs to the workers and their em- 
ployers alike, involving until recently the loss of 
more than 118 million man-days of lost pay and 
production, the battle has been unduly prolonged 
by inability of employers to boost their prices as in 
normal practice to maintain safe profit margins, 
due to Federal controls. To make matters worse for 
all concerned, the progressive wave of strikes 
through supplier plants has checked, (and _ still 
does) the requisite flow of parts to complete assem- 
bly by many large manufacturers of complicated 
and expensive units, thus contributing to more idle- 
ness through enforced layoffs, increasing the scarci- 
ty of much needed products, and raising unit costs 
all out of line with obtainable prices. Hence the 
impact of interrupted production through strikes 
has weighed heavily upon many manufacturers, 
processors, distributors and shippers alike. 



















Few actual scarcities exist, but are the direct 
result of impractical and unrealistic OPA policies. 


Comment: As time will be required to re-establish 
labor relations on an even keel, prospects that in the 
face of rising living costs strikes will fully subside 
are gloomy, although economic casualties suffered 
by workers in recent months have taught some cruel 
lessons, a fact which of late has not been overlooked 
by many of their union leaders. Hence while large 
scale strikes may be deferred in the medium term, 
the disproportionate wage gains achieved by union 
and non-union workers have created a wide dis- 
crepancy in potential living standards, to the seri- 
ous disadvantage of the vast majority of fixed in- 
come earners. While pressure to even up matters 
will require time for expression, no group in the 
economy will be permitted indefinite free license to 
grab more than its share of the sales dollar and in 
the process merely exploit the majority of their fel- 
low workers. Regardless of the political hue of the 
new Congress, public opinion along these lines ap- 
pears certain to clarify the labor climate of many of 
its destructively conceived policies and _ privileges, 
with lasting benefit to both the workers and em- 
ployers in a free economy. 

Shortages : 

Insufficient supplies of raw materials and essential 
parts are creating a myriad of problems for pro- 
ducers, leading to interrupted schedules, tardy ship- 
ments, swollen inventories, layoffs, increased borrow- 
ing and difficulties in controlling operating costs. 
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attempt to build bricks without straw, for unless 
practical substitutes are available, lack of a single 
component can block all progress somewhere along 
the line. In the total absence of labor troubles, for 


, example, many makers of durables are experiencing 


periodic shutdowns through inability to get steel or 
manufactured parts from supplier plants. Lack of 
copper for makers of fractional motors in turn holds 
up producers of refrigerators and electric household 
appliances. Scarcity of leather has caused makers 
of shoes to stagger their operations in order to keep 


going. Similar examples would be multiplied in- 
definitely. 
Comment: With current production of steel now 


crossing the 100.% of capacity mark, chances are 
good that within a few months, barring further 
labor strikes, supplies will more nearly equal de- 
mand. In this event, customers will hasten to bal- 
ance their inventories and smooth out their sched- 
ules to achieve genuine mass production for the first 
time since VJ Day. As for non-ferrous metals, the 
outlook is more clouded, as domestic capacity for 
copper, lead and some other metals falls far short 
of the mark. But generous subsidies to high cost 
miners plus heavy imports by the Government are 
likely to ease matters slowly but surely. 


Inventories 


Cautious observers of changes in the economic 
scene have viewed with some apprehension the cur- 
rent upward trend in inventories carried by manu- 
facturers, distributors and retailers. In July these 
had reached a total all-time peak of $30 billion, and 
in August a new record was undoubtedly set. Fears 
have been expressed in some directions that these 
figures point to possible over-optimism as to con- 


To many manufacturers, this vacuum resembles an 


sumer demand. 

Comment: Scanned more closely, it is true that 
the largest inventories in July were held by manu- 
facturers with a total of $18 billion, wholesalers 
holding $4.6 billion and retailers $7.4 billion. While 
the latter two items probably reveal a normal re- 
lationship, producer’s inventories seem a bit top- 
heavy. But to some extent, as previously pointed 
out, manufacturer’s inventories have been swollen by 
an abnormal accumulation of unfinished goods im 
possible to shove into the pipe-lines of distribution. 
By spring of 1947, some textile producers expect 
just such an occurrence, followed by a downward 
price trend. The balance of inventories is hence 
ticklish. 


Consumer Resistance 


In every stage of industrial progress the ultimate 
buyer is always the supreme judge of price levels. 
With countless wartime scarcities still awaiting their 
appearance in the hands of retailers, a seller’s mar- 
ket for some months to come is a certainty, at least 
in many lines. But wise manufacturers are alert to 
the approaching difficulties in appraising a near or 
medium term change in just what and how much 
the consumer will spend with the dollars at his com- 
mand. Upon a fortunate guess as to the solution 
of this problem will hinge the make or break factor 
for many a concern. 

Comment: Many income earners in the medium 
or lower brackets are buying far more than their 
basic needs, preferring to buy expensive apparel, 
watches and other luxuries for the first time in their 
lives rather than to be thrifty. But spenders with 
more ample incomes, to the contrary, are showing 
evidence of increasing discrimination as to quality 
and prices. Savers in this latter class are not likely 
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to draw on their bank accounts heavily for desired 
goods if the price seems unduly high or the grade 
of goods not satisfactory by usual standards. There- 
fore when the current flush buying recedes, as it 
may do soon, sellers must beware of holding rigidly 
to present offerings, lest their warehouses become 
suddenly clogged with a character of goods hard to 
market, and to accumulate which they have had to 
borrow money. 


Transportation 


For a number of months past the scarcity of 
freight cars and trucks has hampered both produc- 
tion and deliveries by numerous manufacturers, even 
to the extent of causing temporary shut downs here 
and there. Although more than 40,000 new freight 
cars have rolled out of shops so far this year, this 
number has been far from adequate to meet current 
urgent demand for transportation. Blame _alto- 
gether does not attach to the railroads for delay in 
ordering new equipment, for producers of rolling 
stock have been able to operate at scarcely more 
than 30% of capacity because of strikes and ma- 
terials sho: tages, as it is. 

Comment: Serious as has been the problem of 
freight car shortages, it has been somewhat allevi- 
ated by termination of huge grain shipments for 
UNRRA. .More importantly the railroads them- 
selves have: displayed remarkable efficiency in keep- 
ing available cars moving without undue delays. 
Attesting to this, carloadings have been stepped 
from a level of 680,000 per week not long ago to 
close to the million mark. Railroad executives now 
ciaim that they have mastered the problem and will 
be able to meet peak needs for their cars from now 
on. 


Expansion 


From many directions come reports that large 
industries have curtailed plans for constructing im- 
portant new facilities, and in some cases a complete 
deferment has been announced. While the Federal 
Housing Program has restricted to a large extent 
the construction of new plants by industry, Chief 
Wyatt reports that of $3 billion permits requested, 
only. $1.2 billion have been denied. Operating losses 
during 1946 have cut heavily into working capital 
of many concerns with ambition to expand, a short- 
age in skilled workers looms up, and sales potentials 
for promising new products are being scrutinized 
with caution. 








Shortages Affecting Key Industries 


Nature of 
Shortage industries Affected 
| Fractional Motors........ Automobiles, refrigerators, sewing ma- 
| chines, vacuum cleaners, washing machines. 
ener Shoes, luggage, industrial belting. 
IO nccccccecipsicensinceene Electrical equipment, wiring, tubing, plumb- 


ing equipment. 


ey hala i 


t PP . auto bodies, machin- 
ery. 





ene 


Fats and oils ... ...Food products, soap, paints, printers inks. 
Cotton, wool Garments, shirts, dresses. 











| 
| Housing, furniture. 
| 

















Comment: It is perhaps just as well that some 
important manufacturers are adopting a “wait and 
see” policy when it comes to a question of spending 
huge sums for fixed assets at a truly critical point 
in our industrial history. While the construction 
industry, one of the most important in the economy, 
has been rudely checked in its relatively recent hope- 
ful march towards record prosperity by the priori- 
ties granted for building homes for Veterans, more 
raw materials in a few categories will be made avail- 
able for manufactured goods, thus easing some 
shortages. From the aspect of creating additional 
deferred demand for industrial construction, cur- 
rently revised plans also may tend to help stabilize 
the general economy in 1947 or later years. 


Employment 


In the shift from wartime production to peace- 
time output, manufacturers aiming at full produc- 
tion are still struggling to accumulate a labor force 
adequate in both quantity and skill,to meet current 
and prospective requirements. As time is required 
to train many workers for their jobs, the interrup- 
tion by prolonged work stoppages has hampered 
progress in this direction. Hence, although a record 
breaking 58 million workers now have jobs, man- 
hour efficiency is still far from satisfactory, unit 
costs for this reason alone are too high, absenteeism 
is worrisome and labor turnover is higher than 
would be desirable. 


Comment: One danger on the horizon if employment 
continues at the current high level is that employers 
in search of new workers will begin to bid against 
each other for their services, a practice common in 
past periods of industrial activity. Offsetting this 
potential, however, is the tempering fact that en- 
forced wage boosts have raised costs so widely that 
competition among employers is very unlikely to 
assume significant proportions. Additional expect- 
ancies include the probability that current labor 
restlessness will ‘gradually subside and that from 
now on workers will be more willing to stick to their 
jobs, benefitting both themselves and their em- 
ployers from the expensive educational training 
they have received in 1946. 


Conclusions 


All considered, the economy is entering a new 
phase in its progress and with many acute problems 
still on its shoulders. Where transition formerly was 
considered as a single step, it now emerges as a dual 
process. While confidence is unimpaired that in due 
course the promised land of enterprise freed from 
all restrictive controls, with full employment and 
widespread prosperity for workers and business 
men, will be reached, chances are rather strong that 
an mterim period of further readjustment is just 
around the corner. During the medium term, eco- 
nomics, politics and social considerations will ea- 
press themselves with renewed vigor, and until after 
a more definite pattern succeeds to the turmoil, cau- 
tion should be uppermost in the world of enterprise. 
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Plant Expansion 


Program 


By H. M. TREMAINE 


eww toward peace and prosperity is painfully 
slow—as the world has learned in the troublous 
months since hostilities ceased. Like the wonderful 
array of gadgets for which a war weary nation has 
patiently waited, the widely promised plant expan- 
sion program which was to have enabled industry to 
produce these urgently wanted goods has failed to 
get much beyond the blueprint stage. 

Numerous reasons may be cited for this disap- 
pointing showing. Chief among these are: 

(1) Restrictions imposed by the Civilian Produc- 
tion Administration in its effort to increase the piti- 
fully scanty supply of critical materials for resi- 
dential construction. 

(2) An unprecedented shortage of lumber, cast 
iron soil pipe, some types of steel, electrical equip- 
ment and other materials. 

(3) High labor costs attributable in part to the 
general rise in wage rates, and in part to the serious 
lack of skilled mechanics in the building industry— 
this latter factor resulting from enforcement of 
rigid union restrictions ag'ainst admission of ap- 
prentice workmen in recent years. 

(4) Growing uncertainties over ultimate need for 
enlargement of productive facilities now that the 
stock market slump has raised doubts over the near- 
term business outlook. 

Although comparatively few instances of outright 
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abandonment of important 
expansion plans have come 
to light, trade authorities 
agree that most programs 
may need considerable re- 
vision when and if they are 
revived in the future. For 
the most part, ambitious 
projects seem likely to re- 
main on the shelf for an in- 
definite period. Shortages 
of materials now retarding 
the completion of veterans’ 
housing plans seem destined 
to remain acute. 

In the face of widespread 
handicaps with which 
everyone is familiar, con- 
struction is showing en- 
couraging improvement. 
Volume of new projects ex- 
ceeded the $1 billion a 
month mark in August for 
the first time since 1942, 
according to the value put- 
in-place series of the De- 
partment of Commerce. 
The improvement over the 
; preceding month was less 

than 6 per cent, however, 
and this was the smallest 
month-to-month gain thus 
far this year. 

As a result of efforts by 
government authorities to 
stimulate housing, new 
residential construction 

registered the sharpest increase in August. Non- 
residential structures increased only 2 per cent in 
August, reflecting the increased pressure by the Civ- 
ilian Production Administration to curb non-resi- 
dential building. Authorization to start non- 
housing projects have remained well below the figure 
set by CPA at $35 million a week. In the first half 
of September, authorizations of this type averaged 
around $30 million a week. 

In the five months since CPA clamped down on 
industrial construction, approximately 950,000 in- 
quiries have been received by CPA with respect to 
proposed non-housing construction. Only about 10 
per cent of these resulted in formal applications, 
that is, cases in which the applicant considered quali- 
fications met the stiff standards of essentiality pre- 
scribed by the government agency. Records indi- 
‘ate that of the formal applications only about 60 
per cent were approved covering 50,000 proposals 
to start non-residential projects valued at slightly 
less than $2 billion. Rejections included 33,000 ap- 
plications having a construction value of about $1.3 
billion. Tightening in regulations during the sum- 
mer tended to reduce the level of non-residential 
construction to the lowest figure in many months. 

In view of the almost complete failure to enlarge 
supplies of many critical materials needed in resi- 
dential construction, it seems doubtful whether gov- 
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ernment authorities will feel disposed to relax re- 
strictions against non-essential projects. ‘This fac- 
tor combined with recent business uncertainties may 
tend to hold down the volume of authorizations for 
industrial plant expansion. Hence, government in- 
terference may stand as the most effective barrier 
against industrial plant expansion until the need 
for homes becomes less urgent. 

In endeavoring to solve the problem of limited 
plant capacity, many concerns have arranged either 
to lease or purchase government owned war plants. 
Literally scores of properties scattered all over the 
country have been acquired in recent months by in- 
dividual corporations from government agencies. 
Under circumstances in which such plants have been 
purchased from the War Assets: Administration, it 
has been possible to obtain permission for rehabili- 
tation for rearrangement of plants. To some extent 
this development has moderated the necessity for 
more extensive plant construction. In other words, 
some concerns that otherwise would have built plants 
were compelled of necessity to readjust plans and 
utilize properties acquired from the government. 

Lack of adequate materials for various consumer 
goods products has been as important as scarcity of 
building materials in delaying plans of some cor- 
porations. The prospect for a prolonged shortage 
of steel, for example, was a factor in persuading 
General Motors to defer plans for construction of a 
large new plant in the Cleveland area designed to 
produce low-priced motor cars. A month or so ago, 
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Charles E. Wilson, General Motors President, an- 
nounced that the company had been compelled to 
curtail a large part of the $600 million reconversion 
and expansion plans. He attributed the change in 
company policy to shortages of materials and in- 
creased costs of modernization as well as equipment. 
Other reasons for the delay included rising wages 
and prices, government economic controls, reduced 
worker productivity and other inflationary influ- 
ences. The largest part of the $200 million pro- 
gram now being deierred 1s represented by a pro- 
posed new plant to be located in a Cleveland sub- 
urb. Apparently General Motors management feels 
that when the time is ripe for introduction of a 
lower priced passenger car, this project may be 
revived. 

International Harvester Co. has been compelled 
to delay to some extent its $150 million expansion 
program. The company received authorization last 
March to proceed with work on a new plant in Mem- 
phis but other important additions to manufactur- 
ing facilities have had to be deferred. To meet this 
emergency, however, arrangements were made to 
purchase a plant from the War Assets Administra- 
tion. 

The American Stove Co. recently announced pur- 
chase of a war plant in the Cleveland area in which 
company expects to produce heavy cooking equip- 
ment. This acquisition is part of a $3 million ex- 
pansion which has been retarded by unavailability 
of materials and high construction costs. The man- 
agement is understood to be optimistic over the out- 
look for continued good demand for gas ranges and 
is reluctant to defer plant construction any longer 
than necessary. 


In taking steps to meet the greatly increased 
postwar demand for nylon, especiaily in the hosiery 
trade, E. I. duPont, deNemours & Co. recently an- 
nounced completion of plans for construction of a 
$20 million fiber manufacturing plant near Chat- 
tanooga, Tennessee. In addition, the company con- 
templates construction of a new $17 million addition 
to its research laboratories in Wilmington but it is 
estimated that almost two years will be required for 
construction of the southern plant and it is possible 
that shortages of materials may contribute to further 


delays. 


Burlington Mills Corp. which greatly enlarged its 
facilities during the war recently announced that 
further expansion plans had to be modified because 
of difficulties in obtaining construction materials as 
well as machinery for new plants. 

National Lead is understood to have delayed pro- 
jected improvements in the hope that lower costs 
might be achieved later through increased labor pro- 
ductivity. Paramount Pictures, Inc., which had 
contemplated enlarging its theatre circuit discovered 
some time ago that construction costs in some areas 
had become prohibitive. Accordingly, the company 
stopped its expansion plans even before government 
agencies came into the picture to impose restrictions 
on construction for recreational purposes. 

Decisions to abandon construction programs are 
not so widely dissemin- (Please turn to page 57) 
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FOR THE | 
BUSINESS PERIOD 
AHEAD 


By W. C. HANSON 


with OPA 





HE LABOR SITUATION is the key to our business 

future. Whether real prosperity will ever be 
realized or business recession develops depends very 
largely on the attitude of organized labor in the 
months ahead. Specifically, the critical period is 
the next three to six months, for events to come in 
that interval will shape the trend for the longer- 
range future. 

To evaluate the labor situation in its entirety, it 
must be remembered that it is a very complex sub- 
ject, with many facets. Some of these facets are. 
contradictory, and confusing, a situation which can 
often lead to erroneous conclusions. Moreover, this 
is a problem which is seldom discussed dispassion- 
ately. It is, rather, a subject on which most people 
feel strongly, because of their personal “pro” or 
“anti” bias. 


Diverse Elements in Labor 


In analyzing the labor outlook in terms of its 
business implications, certain guiding principles must 
be kept in mind. First, that “labor” in this country 
is by no means homogeneous. On the contrary, it 
embraces all manner of political, economic and social 
points of view, from the extreme right to the extreme 
left. For this reason, what is going on in the labor 
movement is no longer the old, classic struggle of 
“capital” versus “labor,” but an entirely different 
conflict, which will be discussed at greater length in 
this analysis. But the point to bear in mind in this 
instance is that the labor camp is a very complex af- 
fair, and that all labor cannot be judged by the ac- 
tions or pronouncements of the few. 

A second guiding principle to be remembered by 
business men and investors is that the labor problem 
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Labor disturbances are the biggest factor in curtailment of production, 
policies curbing supply of scarce metals a close second. 
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today has a dual aspect — economic and political. 
Practically everything done by labor today has a 
direct bearing on our economy as a whole and upon 
business profits in particular. And it has a very 
distinct political angle, both in its motives and re- 
sults. Now to apply these principles to our present 
business situation. 


Effects on Business 


Progress of reconversion in this country has been 
most disappointing, as the stock market has recog- 
nized of late. We have all the potentials for unpre- 
cedented prosperity, but recovery thus far has fol- 
lowed a curious and divergent pattern. To date, 
recovery has been confined to the “light” industries 
— retail trade and consumers’ goods, primarily — 
while heavy industry, as a whole, has lagged disap- 
pointingly. Chiefly responsible for the poor show- 
ing in the heavy industry field has been the wave of 
strikes and work stoppages, which developed almost 
immediately after V-E day, and which increased 
sharply just after V-J day. 

The epidemic of strikes not only affected the com- 
panies and industries involved, but has had far- 
reaching repercussions throughout our economy. It 
has slowed down production of basic raw materials 
sorely needed by key industries, thus inhibiting pro- 
duction at its very source. In many other instances, 
as in the case of auto production, assembly of fin- 
ished products has frequently been held up for 
months because some comparatively minor part was 
lacking due to a strike in the organization making 
such parts. In a complex economy such as ours, 
even a few work stoppages can wreak havoc with the 
rest of the nation’s business life if they occur in 
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strategic places. 

Thus, probably the most important direct impact 
of labor’s tactics on our business health has been the 
crippling of production. However, there are other 
vital effects as well. The per unit cost of labor has 
been steadily rising since 1942, and has been accel- 
erated’in the past year by the wave of wage increases 
in many industries. The pattern thus far has been 
a rise of 1814c per hour in basic wages, although the 
original demand was for 30c. There is reason to 
believe that the remaining 1114c will be sought by 
certain unions sooner or later, to realize their or- 
iginal goal. 

Needless to say, the upward adjustment in wage 
rates means a corresponding rise in total production 
costs, which in many cases can not be passed on to 
consumers in the form of higher prices. The net ef- 
fect, therefore, is to add to the current squeeze on 
corporate profit margins. 


Labor Productivity Down 


But in considering the matter of higher labor 
costs, a related subject must be taken into account, 
namely, the productivity of labor. Whether labor 
is becoming more or less productive per unit of work 
or per hour is a hotly debated subject at present. 
However, the consensus of private reports from 
various industries certainly suggests that its pro- 
ductivity is below its pre-war norm. And labor pro- 
ductivity is lower today in relation to wages per 
hour, as the accompanying chart suggests. 

Beside the direct increases in labor production 
costs in the form of increased wage rates, there are 
numerous additions of an indirect nature. Many of 
these are less obvious to the general public because 
they receive less publicity, but they are none the 
less significant, nevertheless. We refer here to vari- 
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ous concessions made all along the line, none of which 
seems particularly weighty of itself, but which in 
the aggregate, show a definite pattern. 


Industries Affected by Latest Rulings 


Take, for example, the concessions following the 
“portal-to-portal” pay policy which John L. Lewis 
publicized so widely earlier this year. The general 
theme of that drive was to secure pay for the time 
spent by miners in going to and from their places 
of work in the mine. The objective from here on 
will be to push for this principle in all industries. 
Already, some significant rulings have been made 
which may set a precedent for future decisions. 


For instance, there are the “walking and waiting 
time decisions,” which will affect a number of key in- 
dustries. The pay-for-walking issue was raised in a 
Supreme Court decision last June (Anderson vs. Mt. 
Clemens Pottery Co.) in which it was decided that 
time spent in walking from the factory gate to the 
work bench or desk is “working time” and must be 
paid for, if a “substantial” amount of time is in- 
volved in the total work day. As the ruling now 
stands, the time involved must be for walking at a 
normal pace tia the most direct route. For certain 
types of companies having broad acreage to be cov- 
ered and hiring many employees, this will pile up a 
substantial number of additional man-hours. Ex- 
amples of industries thus affected are mining, quar- 
rying, lumber, shipyards, steel, building materials, 
automotive, etc. 

Another and similar ruling is that pertaining to 
“waiting and preparation” time. According to this 
decision, if an employee applying for work must wait 
10 or more mnutes before being told there is work 
for him, he must be paid for the waiting time, even 
if he finds there isn’t work for him. Likewise, it is 
ruled that time spent in getting tools, material and 
even necessary changes of clothing is “working time” 
which must be paid for, if it is “substantial.” 


We are not discussing here the merits of such 


‘rulings, and whether or not they may be justified in 


the light of circumstances. Rather, we are con- 
cerned with their effects on corporate operations, 
and aggregate manufacturing costs. 


Radicals or Conservatives 


The examples cited show that by impeding pro- 
duction, adding to direct wage costs and by various 
other concessions, current labor trends have a very 
profound bearing on our economy. Turning to the 
political side, we see some significant patterns form- 
ing which give a clue as to what the future may hold. 

Labor politics, as previously stated, is a very com- 
plex subject, because of the myriad number of issues 
and personalities involved. However, to generalize 
as best one can on so broad and complicated an issue, 
the labor field may be divided more or less generally 
into the conservative and radical wings. There are 
strong right and left factions, with an infinite variety 
of shadings in between. But for our purposes, the 
conservative versus radical grouping is satisfactory, 
because the way the trend is now developing, all ele- 
ments in labor are gravitating to one camp or the 
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other. Eventually, the cleavage will be much 
sharper than it is at present. 

Generally speaking, the American Federation of 
Labor has been identified with the more conservative 
elements in labor, while the Congress of Industrial 
Organizations has been regarded as the closer ally 
of the leftist groups. However, this generalization 
cannot be carried too far, as there are conservative 
unions and leaders in the CIO camp. It is probably 
more correct to say that there is a struggle for power 
in the CIO ranks between the Communist-led leftist 
elements and the more conservative middle-of-the- 
roaders. It still remains to be seen which group 
will win out in the long run. 

But one very definite fact which cannot be gain- 
said is the alliance of the leftist elements in CIO with 
the Political Action Committee, whose radical lean- 
ings are beyond dispute. The CIO-PAC combine 
has reached deep into the ranks of the Democratic 
party, and its future course from here on is a matter 
of great interest, especially after the recent Tru- 
man-Wallace split. 


Radical Influences 


What are the ultimate political and economic aims 
of the radical elements in labor? Unlike the old-line 
labor organizations, higher wages and improved 
working conditions are only secondary to the real 
aims. ‘There is good reason to believe that they are 
out to hamstring recovery, prevent prosperity and 
to bring about a period of chaos that will usher in a 
leftist regime. Considering their known tie-in with 
domestic and international Communism, this takes 
on added meaning. 

Unfortunately, many Americans are unaware of 
this, or refuse to believe it 
when the facts are presented. 


non-ferrous metals, chemicals. The idea is that by 
a series of well-timed strikes, any industrial nation 
can be quickly brought to its knees at an appropri- 
ate time. Official Washington is aware of the dan- 
ger, and very recently Mayor O’Dwyer of New York 
fiatly blamed Communists for strikes in the area. 
Compare this pattern with the schedule of our re- 
cent strikes, and with the trend of our foreign policy. 
As we adopt a stiffer attitude toward Russia, it is 
likely that the strike offensive will be intensified. 


Reasons for Strikes 

Speaking of strikes, it is interesting to note cer- 
tain important changes in the strike pattern in re- 
cent years. Industrial disputes began to increase 
sharply soon after V-J day, resulting in an ever- 
mounting toll of man-days lost to industrial produc- 
tion. The loss in man-days thus lost skyrocketed 
from 1,712,000 in August, 1945 (V-J month) to 
4,341,000 in September, and by the end of 1945 had 
risen to a monthly total of 7,718, 000. As the epi- 
demic of strikes spread, the loss in man-days spurted 
still further to a peak of 21,500,000 in February, 
1946. While it has come down substantially from 
that level, we are still probably averaging 4,000,000 
to 5,000,000 man-days lost per month as a direct re- 
sult of strikes and work stoppages of various kinds. 
The loss to production and full recovery are too ob- 
vious to need much emphasis. 

What causes strikes, anyway? The answer to this 
is vital, for it ties in with the political angles dis- 


cussed above. In the accompanying chart, “Major 
Cause of Strikes, 1934-1944,” it will be seen 


that the pattern of strikes has changed radically 
in the period reviewed. Back in the early nine- 
teen-thirties, the major cause of strikes was de- 
mand for unionization, (Please turn to page 55) 





One reason, perhaps, is that 
a period of exaggerated hys- 


teria followed World War I, 





when a morbid fear of “Bol- 
sheviks” and of the “IWW” 
swept the country. When 
the country returned to more 
normal reasoning, it seemed 





foolish forever after to be- 150 


lieve that there really could 
be such a thing as a well-or- 
ganized international plan 
for crippling capitalistic 








countries when the time is 
considered opportune. But 
anyone who has read any- 
thing of the Communist In- 
ternationale’s avowed state- 
ments will realize what shape 
these plans would assume. 
Significantly, they center 
about strikes in key indus- 
tries: shipping, internal 
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The Great Political Game 


By E. K. T. 


Washington Observer 


ARRING ANY NATIONAL or international happen- 
B ing which might have a tremendous impact on 
the congressional situation, the battle will be fought, 
and won, on the fields of these states holding doubt- 
ful seats: 

California, Connecticut, Illinois, Minnesota, Mis- 





WASHINGTON SEES: 


If Washington observers are accurate in their 
predictions (they haven't always been), Gov. 
Thomas E. Dewey will best Senator James M. 
Mead for the New York State governorship, 
will go into the next GOP national convention 
with the Empire State vote, and will be the 
Presidential nominee. Dewey does not figure 
to make any appreciable impression in the 
southern states he won't face an Al Smith! So 
the Democrats must count on the populous 
centers of the north—count on them as early 
as 1946, not as late as 1948. There is one school 
of thought in Democratic circles which reviews 
the Henry A. Wallace and Senator Claude A. 
Pepper incident as productive only of the ques- 
tion: "Where else but to the Democratic party 
can their followers go?": But that is over- 
simplification, it's wishful thinking. The history 
of 1928—to advert, again,.to Al Smith—shows 
that a controlling segment of the voters will 
detour from the beaten track if it feels strongly 
enough about the issues. So the Democratic 
fight will be waged in the larger cities. It will 
be waged there with the expectation that the 
CIO-PAC members will be on the firing line. 
But will they? The Democrats hope so; realize 
they cannot win otherwise. It's just that simple. 








sourl, New York, Ohio, Pennsylvania, and Wash- 
ington. 

Democrats believe Pennsylvania will be one of 
their most productive states despite the fact that 
there is a senatorial contest in which Gov. Martin, a 
strong Republican, is opposing incumbent Senator 
Guffey, Democrat, who has factional difficulties. 

Republicans think they will make some real head- 
way in California, where they expect the combina- 
tion of Gov. Warren, seeking re-election, and Sena- 
tor Knowland, up for his first elective term (he was 
appointed to fill a vacancy) will sweep the state. 

Connecticut will go bad for the Democrats, who 
now hold four of the six house seats—if past history 
throws light. The state almost invariably returns a 
clean Republican sweep in off-years; in fact never 
reflected any elective power in the Democratic ranks 
except when FDR was on the ticket. 

What would be the effect of continued Democratic 
control, or of switch to the Republican party, upon 


congress can only be surmised. Amateurs in the] ™ 


field of politics, and those who take things at face 
value might be expected to regard numerical su- 
periority to mean that the party possessing it will 
make a clean sweep with the legislative program. 
That could be true if the majority were a powerful 
one. The next one will not be, either way. The real 
advantage of control is the capture of the house 
rules committee since that is the group which de- 
termines what bills will be voted upon, which delayed. 

Since Republican majority in the senate is so re- 
mote a possibility, it is necessary to consider here 
only what happens in the house. The session just 
concluded is typical. 

It can be put down as a certainty that the pendu- 
lum has swung as far to the left as it will go. 
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pi 5 War Assets Administration is a temporary agency but every 








indication is that it will be in business longer than its top 








officials planned. Goal of Robert M. Littlejohn to have the great 








a bulk of war surplus goods sold and his agency well on the road to 














(8) Prospect is WAA will be doing business at the old stand 
si. ¢ Bot ctis for at least six months— possibly a year after the originally 





extinction by June 30 just doesn't seem possible of realization. 














planned June 30, 1946 expiration date. Fact of the matter is that 
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reais $$ there are millions of dollars worth of surplus not yet inventoried. 

















Lack of a positive basis in both major military agencies 
as to what materials are to be preserved as part of the protective 
arm, which are to be placed on the market, which are junk, is the 
holdup. Lack of trained personnel to handle the job is a funda— 
mental weakness which WAA is keeping under cover. 














U. S. Maritime Commission faces a job that none of its 
members want to tackle. It will result in a general exodus of commissioners as their 
terms expire. Understandably ,it's labor. It cut clear across the job of Secretary 
Averill Harriman and it touches the inland waterways system — something Henry A. 
Wallace wanted to get rid of, transfer to private operators. 



































Employees of inland waterways are negotiating with the Department of Com— 
merce for a working agreement. That should sound strange — all of them have signed 
the. antistrike affidavits congress imposed. Talk is strong of a strike or slowdown if 
demands aren't met. Should such insistence be translated into action, the inland 
waterways personnel would forfeit jobs. Unless, of course, Washington retreats once 

















- more. 


Harriman is regarded a "liberal." But he's also a tough bargainer. He doesn't 
think along visionary lines and the script of employer—employee relationships in hig 
new domain may undergo radical revision. 

















John Snyder, Secretary of the Treasury, has decided to meet critical analysis 
of his regime by having an "outside" firm of specialists review his administration of 
the fiscal branch of the government. Despite rumors to the contrary, there will be 
*no shakeup, no departure from the established methods, although some minor changes of 
policy, and men, are indicated. 




















Broader use of fact-finding techniques as at least a partial cure to labor 
ills, has received a boost from Labor Secretary Schwellenbach. Fact-finding, once 
scoffed at on Capitol Hill as the dodge from reality, is now being accepted as a 
method having the advantages of flexibility, simplicity, and relative speed. The 
weakness is not in its methods, but in what may be done after the findings are in. 
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Broader use of the system will be promoted through specific provisions to be 
written into legislation for the next congress. Much as popular belief may encouragg 
contrary notions, much of the statutes which take final form during congressional 
sessions are on the departmental drafting boards.during the summer recesses. 


























Disposition is growing to put the Canol project down as a colossal dud, for— 
get it. Efforts to make political capital out of it will fail — attempts to critize 














Oe es 


And each has some defenders, several have many, on Capitol Hill. 
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From'a practical standpoint, none of the 133 million dollars spent on the 
project can be recovered no matter how many investigations are launched. Result of 
the voluminous reports and talks will be its filing away as one of the tremendous 
costs of victory. If an audit of those costs is to be made, Canol probably will top 


the list, but it won't stand isolated. 




















United Nations secretariat has grown to 2,000 employees and the expansion 
is still on. More than 50 per cent of the employees receive less than $3,000 a year, 
but that pay level has a special attraction. Beyond that point, salaries are taxable. 











No one high in political life in the Capitol is taking very seriously the 
house campaign expenditures committee incursion to 200 labor and business organiza— 
tions who have been asked to submit detailed statements of their political activity. 
It’s window dressing. 


Questions put (as if the answers were not already matters of record) ask 
names of candidates indorsed or opposed, financial support extended to candidates, 
and political activity other than financial. The senate campaign expenditures com— 
mittee also is in the field. Investigators are to be sent into Mississippi and 
Tennessee. Actually, the committee has only one investigator, and he's comfortably 
ensconsced in a Washington office. 


Roughly, 25 per cent of the members of congress have lined themselves up 
“official business" to remove them as targets at home. They're on investigating 
trips or making formal probes in and away from Washington. ; 


Many of the inquiries will, if past history repeats, "bring forth a mouse," 
but the house interstate commerce committee seems to have something substantial in 
Sight. It has submitted a report which submits for legislative action recommenda-— 
tions for eventual creation of a Department of Transportation with full cabinet 
status, and reorganization of the Interstate Commerce Commission. 


Major in importance in the committee report probably because it has the air 
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which would be exempt from conflicting state regulations. This, in substance, is 
the de—Balkanizing which state administrators have sought for many years. It hasn't 
worked before; this might serve as the means for getting the camel's nose under the tent. 


Collapse of the price structure on food and clothing has paved the way for 
almost certain release from residential rental ceilings early in the next congress. 
The senate defeated such a movement several months ago but many prices have flowed 
over the dam in the interin. 


Goal of the real estate lobby for release of rent ceilings is March 31, 1947. 
It has been encouraged by the fact that commodity and wage tops have been blown off 
since the last test of strength, asserts rents are the only items which have failed 
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Promise of tax reduction loses much of its efficacy in the light of steps 
taken for expansion of municipal income levy. St. Louis and Toledo have followed 
Philadelphia in assessing one. It's directed against all wages and commissions 
earned in the city whether or not the taxpayer resides in its corporate limits. 
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lion dollars as anticipated return; Philadelphia's experience has been a 20 million 
dollar annual yield. Legislation to relieve commuters from the tax in the city of 
Brotherly Love has failed of enactment. 
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SILVER 
Regaining 


World 


Y mportanc e 








By V. L. HOROTH 


[ SILVER regaining world im- 
& portance? Or does the doub- 
ling of its price in the space of 
one year imply merely that tem- 
porarily there is not enough sil- 
ver to satisfy the requirements 
of industries and arts, deferred 
during the war? How has the demand from the in- 
flation-ridden countries of the Orient affected the 
future of silver? Is the present price—one of the 
highest in the past seventy years—an indication that 
silver is staging a comeback as a monetary metal, 
meaning, will it again serve as the standard of value 
and the medium of exchange? If so, what are the 
chances for the revival of international bimetallism? 
Since the U.S. silver is influenced by a political tug- 
of-war, to what extent does the present price reflect 
the rigging of supplies to demand by the “silver 
bloc” in Congress? 

All these are interesting and important questions 
and the answers to them would undoubtedly differ 
according to latitude and longitude. In the United 
States, the sophisticated East is apt to belittle the 
prospect of any comeback of silver as a monetary 
metal; in the era of controlled currencies, a system 
under which gold and silver were used interchange- 
ably in the settlement of international payments at 
a fixed ratio of one ounce of gold to about 1514 oun- 
ces of silver seems involved and difficult to carry out. 
On the other hand the West, where bimetallism is 












still a battle cry and the panacea for most economic 
ills, is hopeful about silver attaining eventually “its 
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Silver bullion bars are being stockpiled by government 
officers in the accompanying photo. The future of sil- 
ver is one of the major problems of our times. 







rightful place next to gold”. The Orient and the 
Latin American Republics may have a word to say 
about silver as a good inflation hedge. What is the 
real state of affairs? What has been happening to 
silver? 

Before attempting to answer these questions, a 
brief review of the movement of silver prices may be of 
help. In the Western Hemisphere, silver is now sell- 
ing just under the U.S. Treasury buying price, or 
at about 9014 cents an ounce, as against 45 cents in 
September 1945. In Asia and Southeastern Europe, 
the price of silver varies roughly from $1.35 per 
ounce in India, and $1.45 in Alexandria to $2.00 in 
Italy and Greece (on the basis of official exchange 
rates). In China silver is still higher. 

These great price differences from country to 
country are primarily due to the insulation of in- 
dividual silver markets. Up to now it has been diffi- 
cult and expensive to ship silver from place to place; 
besides, through the control of foreign exchange 
transactions, governments in individual countries, 
such as India, have been able to regulate the supplies 
of the white metal and hence also its price. From the 
point of view of the Mexican producer, a silver price 
of 450 lire per ounce in Italy has very little mean- 





-ing ; 450 lire cannot be transferred abroad as gold or 


dollars or even as merchandise, unless the Italian 
Government sanctions it. Otherwise, the seller has 
to take his chance and dispose of the lire at the black 
market rates fluctuating widely anywhere between 
350 to 550 lire per dollar. On that basis, he may 
just as well sell his silver (if he gets the Bank of 
Mexico permission to do in the first place) in New 


York. 
Small Supplies of New and Secondary Silver 


The basic underlying cause of strong silver posi- 
tion at present is the relative scarcity of the white 
metal. As will be seen from the first of the accom- 
panying tables, the world output of new silver is at 
least 110 million ounces (over 40 per cent) less than 
before the war. What’s more, there is a little likeli- 
hood that the pre-war rate of output will be attained 
within the foreseeable future. There are several rea- 
sons for this: a shortage of labor and a lack of nec- 
essary mining equipment particularly in Europe and 
the Far East where production has been completely 
disorganized, but probably the main factor has been 
the rise in production costs. In some countries, such 
as Mexico, costs have advanced faster than the 
price. Unless Mexican mining methods are mod- 
ernized and the productivity of the worker in- 
creased, there is little hope that the present pro- 
duction rate of about 60 million ounces a year will 
be raised even with silver selling at more than one 
dollar an ounce. Too, some of the principal Mexican 
producing areas, El Oro, Sombrereto, Guanajuato 
and probably even Pachuca are now beyond their 
prime. On the other hand, prospects for the reattain- 
ment of the pre-war production level and for further 
expansion are good in Canada and South America. 
In the United States, where the bulk of the metal is 
produced by copper, zinc and lead mining compan- 
ies, the outlook is mixed. 

In contrast with the pre-war situation, the sup- 
plies of the so-called “secondary” silver—the bullion 
that was employed as a monetary reserve or as a 
store of wealth, or obtained from melted-down coins 
are likewise relatively small, and, furthermore, 
strongly held. During the twenties, from 30 to 70 
million ounces of secondary silver were thrown on 
the market annually. It was this secondary silver 
that became the foremost bearish factor in the silver 
situation in the inter-war period. 





Treasury Free Stocks Small 


The so-called “free” or unpledged silver stocks of 
the U. S. Treasury which under the law signed by 
President Truman early in August can now be sold 
to bona fide domestic users of the metal, may likewise 
be considered to be a potential supply. Last summer 
these stocks were officially put at about 240 million 
ounces. This amount together with the current new 
supplies of the metal would probably have taken care 
of the postwar bulge in the U. S. demand. However, 
about two months ago the Treasury “earmarked” 100 
million ounces for coinage and remonetization (i.e. 
for use as backing against further issues of silver 
certificates). Since a part of Treasury’s free silver 
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is still in war plants, actually only about 70 million 
can be sold to the users at a moment’s notice. But 
the Treasury measure has served the purpose of re- 
ducing potential supplies and if the silver price in 
this country is to move again during the next few 
months, it seems pretty certain that it will be only 
one way: upward. 


The Bulge in Silver Consumption 


In contrast with the greatly reduced new produc- 
tion of silver and the strongly held supplies of secon- 
dary silver, consumption has undergone an unprece- 
dented expansion. As against the average pre-war 
consumption of silver in the United States of about 
32 million ounces a year, a record quantity of some 
140 million ounces was used up in 1945 and this 
year almost as much will probably be consumed. 
Had prices not advanced as much as they did, and 
had silver been available in sufficient quantities dur- 
ing the early months of this year when the Western 
“silver bloc” in the Senate was blocking silver legisla- 
tion in an effort to force a compromise on the friends 
of the silver processors in the House, the consump- 
tion of the white metal would easily have established 
another record. 

Two major developments have accounted for the 
expansion of our consumption: (one) the extension 
of old uses and the development of many new and 
unique uses for silver during the war, and (two) 
deferred demand for jewelry, silverware, plateware 
and other luxury items, manufacture of which was 
restricted during the war. As will be seen from the 
slast of the tables, about 70 million ounces of silver 
are expected to be used in the manufacture of silver- 
ware alone. A great expansion in the use of silver 
in the arts and industries is also reported from Latin 
America, undoubtedly because of expanding pur- 
chasing power there, and from Canada and Great 
Britain. 

While the Western Hemisphere has been absorb- 
ing record quantities of silver in the arts and indus- 
tries, the Orient—India, Iran, the Arab countries, 
the Dutch East Indies and China—have gone big 
for silver as the concentrated store of value. This 
revival of silver hoarding on an unprecented scale 
has reflected (one) a genuine increase in the pur- 
chasing power of the native due to wartime expendr- 
ture of the Allied armies. Instead of putting money 
into banks, The Egyptian ande Indian peasant in- 
creased his purchasing of silver; (two) the desire 
for protection against inflation. 





What About the Return of Lend-Leased Silver? 


Under the lend-lease arrangements the equivalent 
amount of silver is to be returned to the U. S. Treas: 
ury within five years from the official end of the war 
(the date has not been set as yet). There is a possi 
bility that some of the lend-leased silver that went 
into hoards will be given up when there are mort 
consumers’ goods obtainable or when the Easteri 
peasant because of low prices or other reasons 3 
forced to part with his “silver savings” in much the 
same way as his European counterpart would di 
with his savings in a bank. Possibly new arrange 
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on ments may be made regarding the return of this will be an important factor affecting the price. 


ut lend-lease silver. But if this does not happen, the On the other hand even during a “temporary busi- 
re- countries which received from us around 410 million ness readjustment silver consumption in the United 
in ounces of silver during the war may have to go and __ States is bound to be considerably higher than before 
ew buy it in the market. the war, and also, the purchases of the metal by the 
ily Considering the quantity to be returned—equal countries which have to return the lend-lease silver 


to almost 214 years of new production—these pur- to us, will always give support to the market. 

chases could keep the price up even when the de- (2) The use of silver as a concentrated store of 
ferred demand for silverware and jewelry is satisfied wealth—or the medium of hoarding—will depend 
and consumption falls off. At any rate it seems that upon inflationary developments and the political 


ol _ bd oo of oe ni nape Neal situation in the Orient and the neighboring coun- 
ad "i eg we cage - oe stb. donna pave “tease sae tries. The successful control of inflation, a decline 
wee ™ me price for silver 1s assured for a number Of of prices, a greater availability of consumer goods, 
eer wh | e Aantal ee ae ae se prospects for political stability, and in general the 
a hi ns een oo e - iat the peg ear sid = return of confidence would undoubtedly convince 
v7 pie aban se a 7 2 ed vie 8 0 “i 1 soni all the average hoarder of silver bullion or coin that the 
walk oe te we “pit -alhigs carina on ation and to rep ace time had arrived to make an exchange for goods, or 
andl it by nickel coins was made with the intention to set paper money, or bank deposits. In view of the un- 
hao: up ve of which the lend-lease ig me tal settled political situation in India, the armed peace 
want _~ Aah epee when the time comes. Oe y ss in the Netherlands East Indies and in Indo-China, 
eg - eat a also announced its decision to demone- and the undeclared civil war in China, the prospects 
wine tize all its subsidiary silver coinage. ~ that —] will Pest be a — inflation 
mp: Sanssinany Mone 40 Whew De ha ee Gen — and a store of wealth for considerable time to 
What then, on the basis of the described develop- (3) The use of silver for coinage purposes has 
the | ments, are the future prospects for silver from the apparently suffered a blow throughout the British 
sion | Viewpoint of its four main functions: (one) as an and Dutch Empires, mainly because of the provision 
and| industrial metal, (two) as a concentrated store ot that the silver lend-lease to them must be returned 
wo) wealth, (three) as a medium of exchange, meaning ounce for ounce rather than be paid for. Prospects 
vare | Silver coinage, and (four) as the standard of value, for the return to silver coinage in Europe are also 
was | Meaning international bimetallism. slight; in view of her more essential requirements, 
. the (1) Considering that arts and industries in the Europe is not likely to have money to pay for silver, 
ilver | United States alone can absorb at present practi- especially if the price stays around the present levels. 
lver- | cally the entire new production of silver (at least Hence the use of silver in coins is likely to be restric- 


ilver{ the portion commercially available) the prospects ted to the United States, Canada, and a number of 
watin| for silver are good. But the present demand is ab- Latin American countries. 


pur- normal, wholly due to the demand deferred during (4) The use of silver as the standard of value 
‘veat} the war. Once this deferred demand is satisfied and (backing for paper money) seems to have no chance 

once tin and other metals which silver displaced dur- at all; the countries which stil have any silver re- 
sorb-| ing the war are available at relatively low prices,con- serves, such as Cuba, (Please turn to page 55) 
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Orders for new telephones 
continue to exceed the com- 
pany's capacity to install. 


To-day’s Investment Position Of ... 







ya Telephone wun Tolegraph 


By J. C. CLIFFORD 


ITH THE WORLD’S. LARGEST aggregation of pri- 
W vate capital in ‘any one enterprise centered in 
the Bell System, a 30 point drop in the price of 
American Telephone and Telegraph shares within a 
few weeks naturally started a wave of more than or- 
dinary curiosity as to the current status and poten- 
tials of this giant utility. Coming as it did during 
a somewhat drastic readjustment of Wall Street 
prices as a whole, additional anxiety was created in 
some quarters by announcement of proposed finan- 
cing on a sizable scale, a plan which apparently 
created discussion, if not fear in certain directions, 
as to permanent retention of the $9 dividend. It 
seems timely, therefore, to examine for our readers 
the present position and medium term outlook for the 
company in the light of available information. 

At the very outset of this article we will register 
our guess that if the truth were known it would be 
found that relatively few of the army of more than 
680,000 shareholders in A.T.&T. or the holders of 
some $1.2 billion bonds of the svstem have noted the 
decline in price from the peak 1946 level of around 
200 to 170 with anything more than casual interest. 
To more than 300,000 of the shareholders who have 
held their stock as a prime investment for more than 
ten years past, it has been an old story in practically 
every year to see the price of their favorite fluctuate 
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from 20 to 50 points in sympathetic line with other 
Wall Street vagaries. And in earlier years of the 
1930s the range had been far wider. Hence to old- 
timers, many of whom have enjoyed receipt of the $9 
dividend through thick and thin times since 1922, 
stock market action means little. But to outsiders 
and less well informed shareholders, the coincidence 
of a potential dilution in the outstanding shares, 
along with a market decline in their price, has given 
birth to a perhaps natural basis for wonder as to 
future prospects. The question at issue is whether 
factual evidence points to over-optimism on the part 
of one group or if the skeptical side really has a 
weak foundation for its doubts. 

No scientific invention in history has contributed 
so much to the advance and convenience of civiliza- 
tion as the telephone. Here in the United States, 
A.T & T. as the narent holding concern for a score 
or more of operating subsidiaries has spearheaded a 
long term trend towards ready and inexpensive com- 
munication by voice, the company now owning not 
only more than 80% of the 27 million telephones 
now in domestic use, but through interconnections 
reaching practically all of the others. Leaping 
boundaries of the United States, vocal contact by 
direct lines or radiophones has now been made fast 


and fairly cheap to most of the leading world cen- 
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ters, with ship to shore service now accepted as a 
matter of daily and hourly routine. Whether for 
business or pleasure, military or political expediency, 
interchange of conversation on a worldwide basis has 
now become such an essential commonplace that its 
permanence and continued growth are definitely 
assured. 

To visualize the consistent growth of the business, 
a few brief statistics will prove helpful. Bell tele- 
phones in use at the end of 1945 totalled over 22 
million compared with only 3.9 million in 1910, 
although population in this period expanded by only 
an approximate 45%. More than 10 million of the 
installations were made since 1920, and during this 
quarter century phone conversations handled by the 
company increased threefold. Development of long 
distance traftic in the same period resulted in a num- 
erical expansion of toll calls from around 20 million 
in 1920 to more than 185 million in 1945, part of 
which naturally was attributable to military and 
political exigencies, and the presence of a sizable 
segment of our population in foreign lands. But 
beyond doubt, domestic and foreign business calls 
weighed heavily in the picture, and under current 
above-average industrial activity are at record high 
levels. 


Sound Expansion Program 


Without constant additions to facilities and up- 


‘trends in technical efficiency, such progress would 


have been impossible. In these respects A.T.&T. has 
been a shining example of ability to build and im- 
prove on a huge scale from year to year, and despite 
current expansion plans which would stagger other 


forms of industry in their immensity, chances are. 


that the proposed outlays will become realistic in due 
course and prove reasonably profitable as they have 
for decades past. During the next ten years, the 
Bell system, already with gross assets of approxi- 
mately $6.7 billion, has its sights set to raise and 
spend another $3 billion. 

What has assured enlistment of such large capital 
sums by the parent company and its sound subsidi- 
aries to date has been a combination of unique ad- 
vantages. Compared with other industries and other 
forms of electric utilities, suppliers of telephone ser- 
vice enjoy an exceptional stability of gross revenues 
even in times of acute depression. While during 
economic bad times, long distance calls are curtailed 
somewhat as business activities wane, but local ser- 
vice seems to remain in relatively high demand. In 
1930, for example, Bell gross operating revenues 
rose to a then all time peak of more than $1 billion, 
declining to a low of only around $900 million in the 
generally dismal year of 1932. True revenues 
rather belatedly receded to a slightly lower level in 
the following two vears, but thereafter trended 
steadily upward until in 1945 they nearly doubled 
the 1930 mark by reaching a record high of $1.9 
billion. 1945 net was $184 million. 

Largely accounting for this interesting stability 
in adverse periods and onward march towards new 
goals in better times, has been the long established 
company policy to add new revenue-producing 


equipment to meet steadily increasing demand, along 
with a downward trend in rates charged in order to 
stimulate its popularity. ‘lake average station-to- 
station, long distance rates between 25 largest cities 
in the United States as specimens of policy in this 
respect. Cost of an average daytime call of this kind 
in 1920 was very close to $6, in contrast to a relative 
current charge of around $1.60. And a three minute 
conversation with London or Paris can now be held 
at a cost of $12 or half the amount of only a few 
years ago. With Bell, as with all. other forms of 
enterprise, lower prices swell volume, provided the 
relationship is kept in skillful balance. 

While quite truthfully A.T.&T. management has 
willingly lowered rates on the premise just men- 
tioned the huge monopolistic character of its far flung 
business has inevitably forced it under rigid control 
by Federal and State authorities. Charges for in- 
terstate service are set by the Federal Communica- 
tions Commission, while within State boundaries a 
long array of political bureaus determines their re- 
spective rates. Unlike the giant public utility hold- 
ing companies now in process of disintegration by 
Federal Law, however, the unique and interdepen- 


. dent set-up of the many Bell subsidiaries is so closely 


knit that it would be impractical to dissolve the ties 
Hence in view of the astronomical amounts of capital 
which would be required to duplicate the service by 
favoring new competition, any urge by politicians to 
create it is checked. To the contrary, local and Fed- 
eral authorities, while determined that the public 
must have service at the lowest reasonable cost, gen- 
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erally view with great respect and admiration how 
well the company has implemented its basic policies 
to provide constantly better service at rates as low 
as its unique problems will permit. This attitude 
is highlighted by a statement by the Federal Com- 
munications Commission ‘that “The telephone sys- 
tems operating in the United States have made avail- 
able the finest telephone service provided to citizens 
of any nation on the globe” 

To the above complimentary statement the Com- 
mission might well have added “and at the lowest 
rates”. The full statement would have lost none of 
its truthful aspects, if a comparison were made with 
service and rates in any other nation, and almost 
entirely under Government management. However, 
the fact that A.T.&T. is subject ‘to control by out- 
siders when rates are determined has not been wholly 
disadvantageous, in that the controls necessarily 
must be geared to permit capital expansion as well 
as curbing profits gains. The amazing achievement 
of this company in attracting as much capital as it 
has to date has been due to an exceptional confidence 
in dividend stability rather than any hope of increas- 
ing liberality to shareholders. As the record has been 
made possible by main reliance upon firmly assured 
revenues at a level which tied in with exceptional 
fidelity to the company’s broad financial program, 
its continuance perforce must invite co-operation 
by the rate making authorities. Only by quite a 
stretch of imagination could it conceive that ser- 
vice to the public might be endangered by an un- 
wise illogical enforcement of rate reductions. If 
upon completion of additional facilities, a corres- 
ponding expansion in revenues widen profit margins 


to a point where rates could be safely trimmed some- 
what, a not unlikely eventuality, that bridge can be 
crossed at the proper time, as it has been crossed 
more than once in the past. 

To reach a clearer understanding of the intelli- 
gent methods of A.T.&T. in building their immense 
financial structure to its current sound dimensions. 
It is well to realize that, unlike utilities merely sup- 
plying electric current to their customers, a tele- 
phone company is obliged to furnish individual 
equipment as a fundamental in its service. Quite 
aside from central station equipment and more than 
100 million miles of transmission wire, the Bell Sys- 
tem must at its own expense provide the 22 million 
telephones used, not to mention a huge number of 
switchboards. Wear and tear on both public and 
private apparatus is exceptionally heavy, due to 
careless treatment by the users, while obsolescence 
due to scientific improvements hastens their replace- 
ment rate. Witness, for instance, the rather recent 
substitution of dial phones for the old style ones, and 
the simultaneous sending of 400 messages by coaxial 
cables. In addition to huge outlays for new equip- 
ment, accordingly, standard accounting practice in 
the industry i is to charge gross earnings very legi- 
timately with about 28 rr ter depreciation and » 
solescence, compared with only 15% in the case of 
other electric utilities. 

While some public rate-making bodies have pro- 
tested against such conservative policies, the fair- 
ness of the formula is generally recognized, especial- 
ly as the cash thus accumulated is not employed to 
increase dividends to stockholders, but provides an 
-important source of (Please turn to page 42) 






























































































































































Pertinent Statistical Data | 
12 mos. | 
May 31, 1946 1945 1944 1940 1939 1938 1937 
* No. of Telephones Installed .........csscc...- 24,100t 22,445 21,580 17,483 16,535 15,761 13,573" | 
* Gross Operating Revenues ....ccccccccceen-- $1,997,009 $1,930,889 $1,769,704 $1,174,322 $1,107,187 $1,052,657 $1,051,379 
* Depreciation & Amortization 205,179 200,764 163,594 151,985 157,508 «141,697 
* Current Maint ORT 328,345 298,559 «227,518 214,280 207,980 203,528 
* Gross Profits 272,096 257,057 215,924 220,877 217,345 190,500 206,982, 
* Federal E.P.T. Taxes. ....cccccccsssssssesseeeeeeeee 169,756 147,976 173,627 Aes ee ieee salle 
* Other Taxes 149,669 251,939 243,841 184,769 186, 308 «145,313. «435,917 
* Net Profit 191,539 184,079 176,686 == 219,414 199,558 164,200 «193,390 
Operating Profit Margin ....ccccccccsscccccee. 13.6% 13.3% 12.2% 18.8% 19.6% 18.1% 19.7% 
Net Profit Margin ee 9.6% 9.5% 9.9% «18.6% =A. 0% 15.7% 18.4% 
% earned on Invested ¢ capital ilepeasete * . Sadeheg 5.7% 5.5% 6.8% $.6% 5.7% 6.5% 
Fixed Charge Coverage (No. of Times).. nl 5.37 4.86 4.57 5.83 5.33 4.49 4.92 
Earned On COMMON veccecccccccecnenne $9.17 $8.78 $8.76 osu. 26 $10.18 $9.76 $9.29 
Dividend Yield (Based on $9 per Share)** 5.3%(a) 5.1% 5.6% “~—~—ClCllOktleell 
SSE SAT a 2001%4-170 -1961/2-157 —-166%-156 17544-1450 171%4-148 ~—50%4-111 = «187-140 
Book Value Per Share ...cccssscsosssssssssseese aie $134.00 $134.00 $194.00 $184.00 $182.00 $178.50 
Cash Asset Value per Share MATIC ee $22.80 $23.30 "$12.30 $8.00 «= $7.30-—«é«CSB8«IT 
Current Rat ooeccccccccccccsscsecseee NG Rigen tae 1.2 1.2 1.5 c- i i-  «* 
* 1935. TAs of June 30, 1946. 3 
** Price used is that which is midway (the median) of the range for the year. 
(a) Based on current market price of 170. *(000 omitted) 
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By H. F. TRAVIS 


lap MANY WEEKS PAST, the Magazine of Wall 
Street has been warning its readers that poten- 
tials for a long list of concerns were exhibiting an 
increasing degree of divergence. Hence, selectivity 
more than ever has assumed significance for the in- 
telligent investor, whether a dependable income, or 
speculative factors, weighs most heavily in his pro- 
gram. The growing evidence that some industries 
and many of their components have experienced such 
long drawn out difficulties since the beginning of the 
year that dismal earnings reports may continue to 
feature the news in the second half, or longer, has 
become quite clear. But in contrast, the current 
progress and medium term prospects of many other 
concerns has become so heartening that the road 
ahead seems remarkably bright. 


While a study of our semi-annual series of indus- 
try appraisals, recently appearing in the Magazine, 
may have led some of our readers to make a sensible 
revision of their portfolios, in the light of clear cut 
facts, others who have delayed this wise step may 
now feel that in view of the generally drastic decline 
in share prices of late it is a poor time to weed out 
doubtful holdings for replacement by more soundly 
predicated issues. Solution of this dual problem of 
when to sell and when to buy naturally involves 
judgment as to timing, a factor about which our 
experienced market analyst, Mr. A. T. Miller gives 
advice in every number of the Magazine. But 
granted that definite action is attuned to rational 
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timing on the sell and buy sides, preparation for 
the action need not and should not be deferred. 


The Decline in Prices 


Fact is that when the market undergoes a major 
decline such as we have recently witnessed, price 
recessions for the soundest stocks have been quite 
as expressive, as a rule, as for the more speculative 
issues. "True, as always, exceptions prove the rule. 
But viewed broadly, many of the proudest “blue 
chip” issues selling a few months ago at dizzy heights 
have now receded to a level where their yields have 
become far more attractive than formerly, thus en- 
hancing opportunities for long range investors 
armed with ready cash, both from the viewpoint of 
income and ultimate appreciation. In like manner, 
speculative potentials for innumerable, less highly 
rated stocks have changed decidedly, not only 
through price declines but through deeper considera- 
tions of an economic character. Opinion runs strong 
in some quarters that optimistic rejection of one-by- 
one adverse factors cropping up in the recent spring 
‘ame to a sudden reverse when investors began to 
add up totals, and in the resulting price reaction, 
small consideration was allotted to factors of relative 
quality. The price decline was general. 

While no one can assert when the bottom of the 
decline will occur, or obtainable yields reach their 
most favorable status, well reasoned shifts in port- 
folios are certain to prove constructive, where rela- 
tive distortions in potentials have occurred. Those 
of our readers and clients who have taken our advice 
to run strong in cash during the past three months, 
are now iti a fortunate position to take advantage 
of unfolding opportunities at the proper time, and 
those detecting weak spots in their holdings will un- 
doubtedly gain by converting them into temporary 
bank balances for eventual wiser employment. As 
investors generally are curiously averse to taking 
profits. or losses on their holdings, in the absence of 
sound reasoning, the object of this article is weigh 
some fundamentals which invite caution in retaiming 
certain kinds of industrial stocks, at the same time 
presenting a list of sound dividend ‘payers likely to 
weather all storms as they have in the past. 

Past Results Important 

So many concerns in nearly every branch of in- 
dustry shared generously in the wartime boom and 
even now appear to be money makers or to have 
medium term encouraging potentials, that prewar 
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records of some of them have been scanned rather 
too casually. While indubitably the old adage of 
“It makes no difference what you were, it’s what 
you are today” carries much of common sense, it is 
not altogether safe to attribute too much signifiance 
to it. Despite the fact that an encouraging ac- 
cumulation of working capital in recent years has 
greatly strengthened a company position and wid- 
ened its horizon to implement long cherished plans 
for expansion in its original or supplementary fields 
this in itself is no assurance of indefinite stability. 
Even in industries inherently sensitive to cyclical 
changes in the economy, it is common to discover 
individual concerns which gave an outstanding ac- 
count of themselves under difficult circumstances, 
whereas the bulk of their competitors suffered severe- 
ly in comparison. As differences in managerial skill 
more often than not have accounted for the variance 
in showing, it is wise to look back through the years 
to detect whether or not some concern in which you 
hold an investment formerly was in the marginal 
class, struggling in the competitive field to gain 
modest profits one year but relapsing into the red 
more often than would appear desirable. 


Weeding Out Advisable 


Currently, as previously suggested in such in- 
stances, combined advantages of capacity and a sell- 
ers market may unduly color apparently favorable 
potentials, but when real competition springs up, 
as soon will happen, proven sales efficiency will be 
an important factor. And, if past experience in 
peacetime years is a reliable index of current cap- 
ability, investors will be wise to scan with caution 
shares of concerns whose past performance has been 
only mediocre. Under current conditions, there is 
little excuse for risking investment funds in any- 
thing but concerns with a long established record for 
successful operations, from almost any point of view. 
And if a weeding out process for questionable invest- 
ments results only in a temporary upbuilding of cash 
resources, it seems equally sound. , 

If securities thus liquidated established profits or 
losses, the Capital Gains Tax naturally must be 
studied close. Our readers are reminded that where 
shares have been held for more than six months, the 
maximum tax upon the profits cannot exceed a rate 
of 25%, although shorter term gains are fully tax- 
able along with the tax payer’s regular net income. 
Also, long or short term losses may similarly be used 
as deduction from relative gains listed on the income 
tax return. Intelligent inspection of these provisions 
may prove constructive in stimulating action. 


Close Scrutiny Advisable 


Among other considerations which should be given 
due weight in the current confused picture is the 
- question of reported interim earnings. More often 
than not, these provide a very unreliable and vague 
clue to the true situation, unless the reports are very 
carefully digested and compared with earlier reports 
of progress. To keep in the black on the books, 
many a concern this year has readily translated dis- 
mal operating losses from strikes and materials 
shortages into substantial gains, mainly by tax re- 








funds available through carry back entries. All 
through 1946, this same process quite legitimately 
may bolster quarterly earnings, in some casés having 
been deferred until the final quarter to bring about 
a brighter picture than otherwise would have been 
possible. As in 1947 these advantages will no longer 
be available, net of many concerns could easily de- 
cline or vanish if operational difficulties currently 
troublesome do not then fade into the discard. With- 
out undue pessimism, the investor can strengthen his 
portfolio by elimination of any shares which seem 
vunerable to potentials such as we have described. 


Non-Recurring Profits 


In a similar manner, interim earnings should be 
closely analyzed to discover whether non-recurring 
profits have distorted the superficial aspect. Genu- 
ine earnings from operations of course are the only 
dependable guide for appraisals looking beyond the 
immediate situation. Due to the current barriers 
against construction activities, many large concerns 
with ambition for expansion paid abnormally high 
prices for such excess capacity as their smaller com- 
petitors felt willing to part with. In such instances, 
profits of some marginal concern, or even highly 
rated enterprise, could easily have been inflated by 
sales of fixed assets rather than of goods, a circum- 
stance not likely of repetition. Additionally, and » 
more common occurrence, numerous companies have 
been alert to cash in sizable portfolios of Govern- 
ment bonds and other securities earlier in the year 
when quotations disclosed substantial profit poten- 
tials. Here again similar sources of income are un- 
likely to boost earnings hereafter. 


Cost-Price Squeeze 


The unrestrained and Government-sponsored bat- 
tle of union labor to force payment of higher wages 
in the face of continued price controls has, as every- 
one knows, created such a complexity of problems 
for industry that small wonder if investor confidence 
has been rudely shaken. Just how long militant labor 
leaders will continue to hamper the struggle for all- 
out production, enabling an uninterrupted flow of 
parts and materials to producers, is anyone’s guess. 
When and if wage controversies do subside to assure 
an even flow of goods to market, big question then 
will be the relationship between rigidly established 
and swollen costs and the plateau of prices which, 
artifically or wholly freed, will emerge. Hence in- 
vestors fired with a desire to play safe until time 
clarifies more clearly the efficiency of this or that 
management in meeting this strong challenge to pro- 
fitable operations may deem it advisable to study 
their holdings with critical eyes. While few if any 
concerns will not have their profits margins squeezed 
to some extent, wage ratios in certain industries are 
traditionally low, and even where high, past records 
of this and that company will show a marked differ- 
ence in efficiency when it comes to achieving satis- 
factory operating income. And as for final net, 
variations in promotional expenses and in established 
trade positions could easily be the determinants of 
success or failure. 

In a general way, the wage factor weighs more 
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heavily upon producers of durables, rather than up- 
on manufacturers of soft goods or distributors. In 
some industries, such as steel, automobiles, trans- 
portation, lumber and coal, wages absorb as high 
as 60% of the sales dollar. Makers of soap, soft 
drinks and liquors, petroleum products, chemicals, 
cement, tobacco, paints and cereal processors, on 
the other hand, enjoy wages ratios normally ranging 
from 7% up toa maximum of 25%. Quite obviously 
concerns in the latter roster can worry less over 
mounting wage costs, but it must be remembered 
that their suppliers of materials, containers, as well 
as transportation, have had to raise prices all along 
the line, with inevitable impact upon their over-all 
costs. The yardstick of wage ratios, accordingly, is 
by no means an infallible guide to earnings stability, 
although deserving of deep study. In the long run, 
many producers with low wage costs operate on slim 
profit margins, depending upon large volume to 
bolster net, and at the same time makers of machin- 
ery with high wage costs characteristically enjoy 
above-average profit margins due to the willingness 
of customers to pay a stiff price for technical effici- 
ency. Hence merely to study profit margins as dis- 
closed by recent operational analyses will fall short 
of the mark. To hunt for weak spots in a portfolio 
comparisons must be made not only with statements 
of former periods but with those of individual com- 
petitors as well. While this is no simple task, it will 
be worth while for investors reliant upon their own 
judgment in making investment decisions. 

As the rapidly rising cost of materials and parts 
is basically attributable to the uptrend in wage 
levels, this factor may be broadly accepted as the 
over-all threat to continued industrial prosperity. 
Just as soon as production catches up with consumer 
demand, a buyers market will set in, and in the com- 
petition for it which will develop, those concerns 
with the best operating advantages can and will use 
the weapon of lower prices to hold their own in the 
fray. First to suffer will be manufacturers whose 
risen costs have established such a high break-even 
level that if volume declines perhaps 


vestor to pick these winners entails a lot of crystal 
gazing under current chaotic conditions at home and 
abroad. But study will prove of value. 

In the absence of knowledge as to individual in- 
vestment problems and portfolio components, it 
would be impractical in an article such as this to 
select a definite list of concerns which appear headed 
for above-average trouble ahead. Best that seems 
possible is to review, as has been done, some of the 
danger spots which quite plausibly might threaten 
the income record of many concerns in the medium 
term. An intelligent investor may readily discern 
that some of his holdings should be considered on the 
questionable list for the reasons cited and unless a 
deeper probe warrants their retention as exceptions, 
prefer to switch into better grade securities should 
a favorable opportunity crop up. 


Confident Selections 


When it comes to recommendations for purchase 
of the sounder equities, the problem is much simpler. 
For the convenience of our readers we have listed on 
an appended table a few of many concerns with 
strong financial stature and an unusually fine record 
of dividend stability, which by and large should en- 
able an investor to sleep soundly at night with his 
funds entrusted to their management. In making 
our selections we have intentionally included only 
enterprises which, relatively speaking, should ex- 
perience less troubles such as we have discussed. 
Many others, of course, could have been mentioned 
with equal confidence, as ability to override handi- 
caps is not confined to a few in the American 
economy. 

While a long sustained record of unbroken divi- 
dends in itself provides no reliable assurance that fu- 
ture operations will be equally stable, among num- 
erous investment fundamentals it carries much 
weight. Instances could be cited of concerns which 
pi aid continuous dividends for as long as fifty years 
before finally succumbing to the impact of compe- 
tition, but not always the fault of management. 
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Sales prospects for paint companies are excellent for years ahead 
ance needs but shortages of strategic supplies, such as linseed oil, 





Potentials And Problems 
In The 


P aint Sndustry 


By STANLEY DEVLIN 





iy IS A GOOD THING we don’t eat paint. If it were 

as important a part of our daily diet as meat, we 
would be more keenly aware of the acute shortage 
of ordinary house paint and something might be 
done to alleviate the situation. As it is, output this 
year seems likely to fall short of the 1945 record of 
more than $700 million. After attaming record 
volume in early months this year, production has 
shown a substantial decline. Indications are that 
sales in the second half may be well below an esti- 
mated $378 million for the first six months. 

The recent turn for the worse in the industry’s 
outlook may be attributed primarily to a serious 
shortage of raw materials. Drying oils and white 
pigments are becoming increasingly scarce. Difficul- 
ties have been encountered in obtaining satisfactory 
containers. In spite of numerous handicaps, how- 
ever, the industry has made better progress than 
might be expected under the circumstances. Research 
has developed a great many substitutes for scarce in- 
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but new building and maintenance 
just now prevent full production. 


gredients and has made possible new types of paint 
which have helped to satisfy the large pent-up de- 
mand. As a result, principal representatives of the 
industry are experiencing reasonably satisfactory 
results this year and are looking forward to contin- 
ued good demand for their products in years ahead. 

More abundant supplies of linseed oil and white 
lead would go far toward enabling the industry to 
reach capacity production next year. Demand is 
sufficient to warrant sales at least double the esti- 
mated $700 million volume of 1945, according to Er- 
nest T. Trigg, President of the National Paint, Var- 
nish and Lacquer Association. Restoration of peace 
in China and improvement of world wide shipping 
conditions, would permit import of large quantities 
of tung oil from China and such development would 
go far toward minimizing the shortage in drying oils. 

So far as can be determined now, the outlook is 
not especially hopeful for increased supplies of dry- 
ing oils. A recently revised estimate of current flax- 
seed crop indicates that the yield may approximate 
22 million bushels or about 9 per cent higher than 
earlier forecasts. This would compare with a yield 
of almost 37 million bushels last year. 

OPA price ceilings have deterred imports of flax- 
seed and linseed oil from South America. High 
prices in Argentina and brisk competition from Rus- 
sia and European buyers appear to have precluded 
any possibility of obtaining quantities from that 
source, according to the Department of Commerce. 
Authorities said the Argentine government has es- 
tablished higher prices for oil seeds including flax- 
seed and recently strained relations between Wash- 
ington and Buenos Aires have not helped American 
consumers to obtain South American supplies. In- 
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asmuch as Canada is not expected to have any sur- 
plus of flaxseed to export, it seems unlikely that re- 
quisite drying oils of this type may be obtained else- 
where, particularly in the near future. 

Other drying oils such as oiticia and castor are 
also scarce. ‘The former is obtainable in limited 
quantities in Brazil and because European consum- 
ers are able to out-bid American buyers, we have 
been able to obtain only limited supplies. Strikes in 
castor bean processing plants have contributed to 
the limitation in supplies of this material. Trade 
authorities believe that the recent roll back in OPA 
prices may have accounted for considerable with- 
holding of supplies. 


Shortages A Factor 


Price ceilings on non-ferrous metals are generally 
held responsible for the low rate of lead output. This 
explains the acute shortage of white lead and pro- 
ducers are distributing supplies to consumers on a 
quota basis. Other components of white pigments 
such as lithopone and titanium dioxide are in urgent 
demand and supplies are limited. There is prospect 
of increased productive capacity for the latter but 
requirements are so extensive, there seems little pos- 
sibility of easing this situation. 

Imports of shellac from India are being resumed 
on a substantial scale and supplies are becoming 
more nearly adequate. Authorities look for some 
easing of prices for this product. Generally speak- 
ing, disruption of shipping schedules has contributed 
to the scarcity of many materials imported from the 
Far East. 

Because of necessity for curtailing production, 
paint manufacturers have concentrated on better 
grade paints commanding highest prices. House 
paint now retails from $3.50 to $4 a gallon, but 
newer types of products are less costly. It is esti- 
mated that the price of linseed oil is now double what 
it was in 1941 while white lead and zine are up 40 
per cent. The price of tung oil reflects the great 
inflation that has occurred in China during the war 


and ranges from 200 to 300 per cent higher than 
before the war. Many manufacturers seem to be 
concentrating on enamels and interior finishes where 
there is a wider profit margin than on house paint. 


Potential Demand Great 


Demand for paint would have been much larger 
this year if the automobile industry had been able to 
reach anything like full production. Motor car 
manufacturers are among the largest consumers of 
paint. It is estimated that about 60 per cent of 
production goes to the building industry while motor 
car and furniture manufacturers normally take most 
of the remainder. Maintenance demands are re- 
sponsible for the greatest use of paint in building, 
and practically all new construction is painted. In- 
dustrial sales in recent years have averaged around 
$25 million annually. Because of reconversion prob- 
lems, the demand from industrial sources declined 
substantially in the first six months after the end 
of the war. 

In view of the prospect for several years of active 
building construction, the outlook is promising for 
paint manufacturers. The deferred demand for 
maintenance requirements is estimated to be larger 
than ever before. In addition, the industry has been 
vastly strengthened by development of new uses for 
protective coatings during the war. Accordingly, it 
would be reasonable to expect industrial sales of 
paint to reach record high levels when essential 
materials become abundant and when paint costs 
can be reduced to more competitive levels. Improved 
metal paints have been developed which give promise 
of reducing the very substantial corrosion losses to 
which iron and steel buildings are subject. Newly 
perfected materials, besides retarding rust, are ef- 
fective in protecting buildings against chemical ac- 
tion of acids, ete. Demand for aluminum paint, for 
example, has shown unusual growth. 

Delay in new construction this year has not had 
an adverse effect on paint sales. As a matter of fact, 
the reduced demand from (Please turn to page 52) 








Leading Producers of Paints and Related Products 
Net Per Share————— Price- Invest- 
1946 1945 1941-44 Current* 1945 Recent Earnings Dividend ment 
Interim Fiscal Year Average Dividend Dividend Price Ratio Yield Rating 
Archer-Daniels-Midland $4.04Je $2.16 $2.28 $1.00 $.70 $32 7.9(¢) 3.1% BI 
| Devoe & Raynolds ''A'' (a) 1.70My6 O74 1.88 1.30 -30 26 19.0 5.0 Bl 
| DuPont ... 4.67Je6 6.29 6.19 6.25 5.25 183 29.2 3.4 A+) 
| Glidden 2.13Ap6 2.13 2.17 2.00 1.20 40 18.8 5.0 c 7 
(es 2s Reman aie: = ay SRO i 2 2 2 a ee 
| RCN EMRIENS REN boos eos ccc core speianicanencteageabacs 1.31Jeé6 1.45 1.16 1.25 1.00 30 20.7 4.2 B1 
| Newport Industries ..ccconcnncwnennen 1.38Je6 1.01 1.01 1.10 80 31 30.6 3.5 BI 
| Pittsburgh Plate Glass (b) 0.0.0. 92506 1.53 1.50 1.10 1.06 360—~C«‘“‘CSt:t«8C Al 
gl "pee 2.16 2.38 1.90 1.80 38 17.5 5.0 B22 
| Sherwin Williams ...ccecccccsssssecscsssseeeeee | vee 7.17 6.47 4.50 3.75 128 = «417.8 TR Al 
| Valspar ...... 86Ag9 48 33 Nil Nil 9 18.7 -_ 
* 12 months-to-date. 
(a)—All figures reflect 2'/2-for-1 split October, 1945. 
(b)—All figures reflect 4-for-1 split December, 1945. (c)—Based on 1946 fiscal year net of $4.04. 
Je—For fiscal year ended June 30, 1946. Apé—For 6 months ended April 30. My6—For 6 months ended May 31. Jeé—For 6 months 
ended June 30. Ag?—For 9 months ended August 31. 
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—STUDY IN 
FAR-SIGHTED 
MANAGEMENT 





By C. F. MORGAN 


UTSTANDING characteristic of 
this company, world’s largest flour 
milling company and producer of a my- 
riad of food and other items, is relative 
stability of earnings and dividends. 
Since its organization in 1928 as a con- 
solidation of various units in the food 
business lowest profits recorded by the 
company amounted to $3,602,000 in 
1936 and peak was attained in fiscal 
period ended May 31, 1946, when net 
profit amounted to $7,146,000 equal 
after dividends on outstanding prefer- 
red stock to $2.91 a share on 1,995,168 
shares of common stock outstanding 
after three-for-one split. Net sales of 
the company in 1929 amounted to 
$123,521,000 dropping to a low of $83,886,000 in 
the depression year of 1933 (largely as a result of 
low prices for grains) and rose to a peak of $298,- 
674,000 in the year ended May 31, 1946. Lowest 
dividend paid by the company amounted to $3.00 a 
share on the old stock or $1.00 a share, based on the 
present split shares outstanding. Expectations are 
that profits will increase considerably in the current 
fiscal year. 

Well advertised products of the company, include 
Gold Medal Flour, Sperry Drifted Snow Flour (bie- 
gest seller on the West Coast), Wheaties, Bisquick, 
Kix, Cheerios, Sperry Wheat Hearts, Softasilk 
Cake Flour, Betty Crocker Soups, Sperry Pancake 
and Waffle Flour, Sperry Corn Meal and Larro 
Feeds. The company buys and processes approxi- 
mately 80 to 90 million bushels of wheat annually, 
about 10 per cent of the normal U. S. crop. It oper- 
ates 128 country elevators and 25 terminal and 
plant elevators, strategically located, which handle 
the grain necessary for operation of the 19 flour 
mills, eight formula feed mills, four packaged food 
plants, two oat milling plants and one soybean 
processing plant. 

Wide Distribution 


Products are merchandised and distributed on a 
nationwide scale through 60 district sales offices. 
Three export offices in New York City, San Fran- 
cisco and Oklahoma City handle approximately 13 
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Recently completed soybean elevator will 
greatly increase company's storage capacity. 






per cent of the total volume of flour produced by the 
company. Flour, packaged foods, and animal feed 
provide approximately 82 per cent of the company’s 
total dollar sales. The remainder is made up of 
specialties such as Vitamin D. wheat starches and 
proteins, soybean oil and meal, home appliances and 
industrial machinery. 


Other Products-Farm Feeds 


The Company produces formula feeds, most of 
which are marketed under the Larro brand which is 
advertised nationally. These feeds are the result of 
years of scientific research and study of animal 
nutrition at the company’s Larro Research Farm 
located near Detroit. The formulas are developed 
under actual farm conditions and feeds made under 
these formulas are labeled “Farm Tested”. The 
feeds include dairy feed, cattle fattener, calf feed, 
pig and hog feed, poultry feed, turkey feed, feed 
concentrate and dog food. 

General Mills also operates a group of Farm Ser- 
vice Stores located principally in rural areas in 20 
states, which are primarily for service to farmers 
and rural trade. First acquistions were in 1929, 
and at present the stores number approximately 69. 
These stores sell farm equipment and supplies, which 
are purchased from others, and are also an outlet 
for a portion of the company’s flour and feeds. _ 

Special Commodities Division of the company 1s 
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engaged in producing Vitamin D and wheat germ 
oil. This division has expanded in distribution of fine 
chemicals, such as glutamic acid and glutamic acid 
hydrochloride. Approval has been graned for in- 
creasing the starch-gluten operations of this division 
which will also increase production of monosodium 
glutamate and chemicals derived therefrom. 


Distillation Products, Inc. 


This company with headquarters at Rochester, 
New York, is owned jointly by General Mills and 
Eastman Kodak Co. This corporation is the largest 
producer of Vitamin A and Vitamin E concentrates 
in the world. It also manufacturers pumps and stills 
of various sizes, and high vacuum gauges. 


New Products and Developments 


Recent announcement was made of completion of 
plans and preliminary arrangements for construc- 
tion of a new organic chemical plant to be located 
at Kankakee, Illinois. The new facility will be spec- 
ially designed for the production of fatty acids and 
fatty acid derivatives. Fatty acids, processed from 
animal, vegetable, and marine fats and oils are used 
in the protective coating and other industrial fields. 

The first of General Mills’ four proposed soybean 
oil refining units beg: an operating in mid-Septem- 
ber at the « company’s ; soybean processing properties 
at Belmond, Iowa. The unit, which removes licithin 
from crude soybean oil produced at the Belmond 
plant by a degumming process, is under the opera- 
tion of the company’s Chemical Division. Commer- 
cially, lecithin is used in textile dyes, confections, 
paints, leather tanning, medicine, ice cream, marga 
rine and for a wide variety of uses too numerous to 
mention. It is a colloidal substance, serves as an 
emulsifier and gasoline stabilizer, and is used in bak- 
ery products as a shortening 





manufacture of this product nearing completion in 
Minneapolis and should be an important factor in 
the operations of the company. 


Mechanical Division 


Important developments of the company include 
production of household appliances, the first of 
which, the T'ru-Heat iron, already is in mass produc- 
tion. 52,000 of these irons have already been pro- 
duced and are now being distributed to dealers and 
the plant is currently turning out around 1,600 
irons a day. Production of the new iron was started 
in mid-June and was gradually stepped up. When 
full production is reached, the plant will turn out 
80,000 irons a month. In manufacturing this prod- 
uct company has introduced the first and only auto- 
matic chrome and nickel plating machines to the 
Twin Cities area. The chrome plater is capable of 
finishing between 700 and 750 sets of iron parts an 
hour. Other unique devices at the plant are a spec- 
ially tooled Hanchett grinder that cuts out sole 
plates at the rate of 400 per hour; a Kingsbury 
drilling machine for punching holes in the iron’s 
sole plate; a huge press which gives the iron its shim- 
my trim; four special-edge grinders for sole plates; 
and a complete barrel-plating line setup, where iron 
sole plates and tops are dipped. 

Principal features of this iron, include patented 
principle of heat control that holds the temperature 
of the sole plate within a few degrees of the desired 
heat, following recommendations of Good House- 
keeping Institute, whose authorities reported that 
post-war irons used on newer types of textile fabrics 
will have to maintain more accurate temperatures 
than pre-war irons. Another feature is a safety side 
side rest, providing greater stability and making 
iron easier to use. Double (Please turn to page 50) 





extender. Three additional 
soybean oil-refining — units 
will be in operation late this 
fall. Along with the lecithin 





Sources Of General Mill’s Revenues 


1946 VS. 1932 








plant, the new units will also 
be located in buildings ad- 
jacent to the present soy- 
bean processing plant and 
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has a total storage and 
working capacity of 1,500,- 
000 bushels and was com- 
pleted early this year. Its 
capacity equals one-half the 
annual processing capacity 
of the plant. At present, 
soybean oil, soybean oil meal 
and lecithin are the princi- 
pal products of the process- 
ing plant. 

A new plant for develop- 
ment of polyamide resin 
from soybean oil is progress- 
ing, with a plant for the 
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WHY YOU SHOULD WATCH 


y & Whtech Companies 


The watch and clock 
industry is a bigger 
business than is 
generally _ realized. 


efficient Swiss watch 
manufacturers have seized 
in American markets it is 
only necessary to scan im- 
port records reported by 
the Department of Com- 
merce. Going back to lush 
days of 1929, the dollar 
value of total imports of 


watches and parts (in- 
cluding a very minute 


portion from Germany) 
came to $13.9 million. In 
1932 when our national 
income had dropped to 
dismal low levels, imports 
in this category dropped 
to a mere $1.35 million, 
incidentally disclosing the 
highly cyclical character- 
istics of the watch indus- 
try. But thereafter re- 
covery was_ substantial 
and consistent, until by 
the time of Pearl Harbor 





By PHILIP DOBBS 


; 
| emi OF WATCHES AND CLOCKS in our domestic 
economy, although ranking among our $100 
million a year industries, seem less broadly known to 
the investment public than many other forms of en- 
terprise frequently discussed. True, for decades 
past names of numerous manufacturers in this spec- 
ial field have been household words all over the land, 
thanks to widespread ownership of their products 
and the potency of their promotional activities 
Hence to examine some of the problems of this in- 
dustry and the status of a few of its leading com 
ponents should be constructively interesting. 

A study in this particular industry holds more 
than average significance for more than one reason. 
In the first place, competition from watch move- 
ments and finished time pieces from Switzerland ever 
since early days has colored the entire domestic 
struggle to get established here at home. Even to- 
day, despite tariff barriers, the American watch 
makers are rather broadly divided into two camps: 
those producing an entirely home made watch and 
those combining a Swiss movement with a domestic 
case of special design. Competition of this long con- 
tinued and heated character highlights rather clear- 
ly the kind of battle which will emerge in other in- 
dustries if world trade tends to become more free in 
near term years, along with a lowering of tariffs 
and a necessitous increase in imports of foreign fin- 
ished and semi-manufactured goods. 


o visualize what an apparently unshakable hok 
7 lize what renth hakable hold 
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imports had soared _ to 
about $15 million, with 
Switzerland as practically 
the sole point of origin. 

During war years, when our domestic manufac- 
turers ceased practically all production of their nor- 
mal products to supply the Government with such 
precision instruments as time fuses, altimeters and 
special navigation watches, the canny Swiss made 
the most of their opportunity to pour watches into 
the United States and build up their dollar bal- 
ances. While even so, lack of shipping, practical 
control of all Kuropean exports by the Nazis and 
scrutiny by American authorities to detect possible 
German interest held shipments to definite limits, 
very sizable quantities reached our shores over a 
four year period. During this interval, as our 
readers will recall, about the only chance to buy any 
kind of a watch was to take a place in a buyers cue 
to get a Swiss watch before the supply ran out. 
Quantitively, in line with a bi-lateral trade agree- 
ment, some 5 million Swiss watches were imported 
by the United States in 1945, and the State De- 
partment has raised the 1946 quota to 7.7 million. 
Dollar value to-alled $47.4 million in 1945. Because 
of this liberalicy, some of our domestic manufac- 
turers producing all-American watches have raised 
an understandeble outcry, claiming that in effect 
Washington has practically handed our entire 1946 
markets on a siver platter to the Swiss and at just 
when for the frst time in four or five years our 
native producers were struggling to regain their 
old customers. 

Fact is, however, that after above-average long 
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reconversion delays, the largest units in the watch 
industry are now well in their stride towards maxi- 
mum production again, and in view of combined de- 
ferred demand and the high level of public purchas- 
ing power are doing pretty well for themselves. One 
reason for this is that they are enjoying a broad 
demand for the higher priced quality watches rather 
than those of the average Swiss styles which at 
wholesale sell for from $3 to $10, according to the 
jewels they contain. Naturally, Swiss watches such 
as Longines and Gruen are obtainable at as fancy 
prices and bejeweled quality as the best of American 
makes, but competition in the lower price ranges is 
more severe. So satisfactory is the current demand 
for watches that several leaders in the American field 
simply prefer not to bother with watches retailing 
below $25 and have no difficulty in attracting buyers 
willing to pay from $50 up to several hundreds. 


High Profit Margins—Stable Labor 


Where both art and extremely high skill play 
such an important part in a manufacturing pro- 
gram, profit margins are wide enough to permit a 
generous allowance for promotional activities when 
buying power as now is ample. In the course of 
style changes, wrist watches, especially for women, 
have provided an exceptionally profitable item, for 
aside from the watches themselves, the bracelets add 
largely to income potentials. Due to precision re- 
quirements, leading to tolerances as significant as 
1/10,000 of an inch, and the use of screws some- 
times approaching the diameter of a human hair, a 
high degree of skill both in manufacture and as- 
sembly is involved. To this add the employment of 
masters in design and the jewelers art, and most 
obviously all personnel elements must be well trained 
and highly paid. For this reason wage wrangles 
have been infrequent and are less likely to cause 
trouble under current generally restless conditions. 
Also, these combined essentials for watches priced 
in the higher brackets and their highly diverse art 
value given them an advantageous position when it 
comes to price controls, compared with cheap 
watches produced upon an assembly line. 

With the foregoing general outline of the watch 
industry, some of its problems and advantages, in 


mind we will now briefly outline the status of a few 
leading concerns in this interesting form of business 
enterprise. At the start we will take Bulova Watch 
Co., not only because it is the largest in the field, 
but because its special set-up is slightly different 
from its competitors. When it comes to the question 
of utilizing Swiss products or American made parts 
this long established concern straddles by doing 
both. Additionally it manufactures practically 
everything that it sells, from the tiniest part, up 
to the case and the bracelet for wrist watches. As 
supplementary to its several plants in the Eastern 
United States, the company owns and operates an 
important subsidiary in Bienne, Switzerland. Bul- 
ova is strongly entrenched with the jewelry trade, 
due to its long established reputation and its wide 
‘adio publicity in furnishing “Bulova time” to the 
public every hour throughout the year. Company 
has more than $25 million assets, net sales in 1945 
topped $46 million and 1946 interim reports have 
been on the bright side. Working capital exceeds 
$15 million, with cash exceeding current liabilities. 
The capital structure consists of only common 
shares, 1 million in number. Earnings and dividends 
have been variable over years past but net income 
for the year ended March 31, 1946, amounted to 
about $3.4 million, despite an EPT charge of $4.5 
million. Including extras, dividends in 1945 were 
$1 per share. 


Domestic Manufacturers 


Elgin National Watch Co. ranks second in sales 
of watches, volume in recent years running at about 
a level of $20 million. This concern, along with 
Hamilton and Waltham Watch companies depends 
almost exclusively upon American sources for its 
main supplies and consequently is putting up a stiff 
fight to check the wartime inroads of Swiss com- 
petitors. Output of the company is somewhat diver- 
sified by production of aircraft instruments, 8 day 
clocks and precision gages. Management is consid- 
ered exceedingly capable, and the company has been 
established ever since 1864. Assets total above $21 
million, with working capital of approximately $14 
million at the end of 1945. Since 1938, when sales 
amounted to only $6.7 (Please turn to page 42) 





























Comparative Analysis of Leading Watch Makers 5 
7 i rice- 

————. Net Per Share Earn- Divi- Invest- 

1945 Sales 1946 1945 1941-44 Current* 1945 Recent ings dend ment 

($ Mill.) Interim Fiscal Yr. Average Dividend Dividend Price Ratio Yield Rating 
Bulova Watch (0) cscs PERE ERAS I $46.5(d) $2.14Je3  $5.37(b) $2.95 $2.25 $1.25 $42 7.8 5.3% 
Elgin National Watch (6) ..ccccccsssssssssvssssssssssssesseeeeeeee 20.6 mae 2.99 1.05 1.00 19 7.3 5.5 
Genera! Time Instruments ....ccccccccssssssssscesssssssseseeeeeeee ; 23.9 1.17(f) 2.98 2.03 1.25 1.00 27 91 4.6 
EE ON  5.6(be) at ~-2.79(b) 2.10 1.10 80 18 65 6.1 
Hamilton Watch ......ccccccsscsssscsssssessessseee SRT, 11.8  .63Je6 (‘1.12 1.48 1.05 95 20 178 5.2 
Longines-Wittnauer Watch 10.2(d) ns 1.12(b) .35 .30 Nil 13. «11.6 2.3 
New Haven Clock & Watch 4.2 .... def. .03 .58 -50 -50 9 inti 5.5 
Waltham o....ccccccccscssssssccssseesssee ia 9.5 62 1.53 Nil Nil 1117.7 
* 12 months-to-date Je3—For 3 months ended June 30 Jeé—For 6 months ended June 30 _ 
(a) All figures adjusted for 2-for-1 split July, 1945 (c) All figures adjusted for 2-for-1 split April, 1946. 
(b) Fiscal year ended March 31, 1946 (d) Fiscal year ended March 31, 1945 (e) Gross Profit (f) 24 wks. to June 15, 1946. 
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Opportunities... 


for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MaGazinE OF WALL StREET’s Index of Bond 
Prices showed the following changes for the 
period indicated: 


On On 
Sept. 21 Sept. 28 
40 Domestic Corporates 115.8 1163 4 5 
10 High Grade Rails 111.5 111.7 + 2 
10 Second Grade Rails 244.4 248.2 43.8 
10 High Grade Utilities 98.7 98.7 
10 High Grade Industrials 100.5 100.7 + .2 
10 Foreign Governments 128.5 128.1 — .4 


Moderate recovery was the keynote in the bond 
market in the period under review, with the most 
conspicuous gains being recorded by the second 
grade rails, which, it will be remembered, were the 
leaders in the recent decline. Does this signal an 
end to the long, sharp drop in bonds in this cate- 


gory, or is more selling probable? In our Septem- 
ber 28 issue, we stated we “cannot counsel a buying 
policy just yet for most jssues, although minor tech- 
nical rallies may well develop from this point.” Our 
view on this remains unchanged, for the moderate 
upturn witnessed in the period mentioned has every 
appearance of being only a “technical” rally, and 
no precursor of a broad recovery movement. 

We adhere to our non-buying policy for most 
issues as the conservative course of action, even 
though some very attractive yields are now available 
through the severe sell-off which the market has ex- 
perienced. For example, Erie Railroad 414s now 
provide a return of close to 6%, and there are others 
comparatively attractive. Still, we feel that the 
safer course is to await better evidences of market 
stabilization before suggesting a purchasing policy. 

For those interested in municipal bonds as invest- 

ment media, the forthcoming rise in 





new municipal financing will be note- 
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MAGAZINE OF WALL STREET BOND INDEXES worthy. Chief reason for the heavy 
AUG. 26, 1939 2100 i borrowing will be extensive public 
ww 150 eo Ses nos : thic 
Z 10 SECOND GRADE RAILS * works and housing programs, which 
= will send the municipalities into the 
Q N\ — new money market on a large scale. 
g 4 on, > However, the borrowing probably will 
a . > . . q 
0 m not get into full stride until after elec- 
6 FX nerVivren MOS, 3 ion day. 
2 130hmemee Fan NIN AES ee 260 ® t J 
s 10 FOREIGN GOV'T. Le" rs 
a oe s BURLINGTON MILLS CORP. $3.50 
° o%%e x F ila “opeteete 2 ' . z 
b Coron | ot ook aaa cumulative convertible second  pre- 
w Pa ed SNe, by ferred stock (par $100) convertible 
rt) cae . 
a atl perenih % ? into 4 common shares through March 
4 sbi hoe: = a 1, 1951, and 3.6 shares thereafter. 
w 4 
o downs 2 Redeemable at any time on 30 days 
Si rd be OO 6 ae ae ag 0 OP Pm oms ‘ = . oe . y, 
2 rm aN a notice in whole or in part at 1061 
z 10 HIGH GRADE INDUSTRIALS ‘ ee “y . 
< 00 i Ne 200 2 through April 1, 1947, with redemp- 
ik alin, vs al aa x tion price decreasing one half point 
3 Pn ee ee each year thereafter, with price of 
< > i - \ ; 
Y gollllIIIIIIIIIIIII | SETS oe ee oe ee $104 after April 1, (1951. Company 
ae ae , 1946 la is the largest domestic weaver of fab- 
% SCALE AT RIGHT rics from rayon and other synthetic 
fibres. Company also produces cotton 


THE MAGAZINE OF WALL STREET 





yal 
wo! 
con 
bac 
fro 
Sey 
31, 

cor 
con 
ava 
and 
wor 
ed « 
last 
latir 
per 
Beg 
mon 
ing 

ferr 
sha 
whic 
pub. 
30, 

was 

ures 
Cur) 
the ] 
a sh: 


$20 


CRO 
COR 


conv 
ond 
conve 
into | 
mon 
Sept 
comn 
Sept 
2% 
Sept 
Curr 
$116 
able | 
share 
theres 
largen 
ductic 
coarse 
cent a 
compé 
1946 
requir 
on 2,° 
with § 
ceding 
profit 
as cor 
share 
stand: 
shares 
vertibl 


0CTO 


7 


n- 
ng 
oh- 
ur 
ate 
ry 
ind 


ost 
yen 
ble 
ex- 
LOW 
ers 
the 
‘ket 
icy. 
est- 
. in 
ote- 
avy 
blic 
rich 
the 
ale. 
will 
lec- 


3.50 
pre- 
tible 
arch 
fter. 
days 
61% 
omp- 
yoint 
e of 
pany 

fab- 
hetic 
otton 


REET 


yarns and fabrics, and manufactures men’s and 
women’s hosiery of nylon, rayon, etc. Record of the 
company is excellent with no deficits reported as far 
back as 1934 (earliest available). Net income rose 
from $945,000 in 1934 to $4,980,000 in year ended 
September 30, 1945. For six months ended March 
31, 1946, net income was $5,049,000 exceeding in- 
come for the entire preceding fiscal year. Financial 
condition was strong on March 30, 1946, latest 
available, current assets amounting to $45,684,000 
and current liabilities to $12,659,000, leaving net 
working capital of $33,025,000 as against no fund- 
ed debt on that date. Capital stock on March 31, 
last consisted of 150,000 shares of 4 per cent cumu- 
lative preferred stock and 50,000 shares of 314 
per cent preferred, both of $100 par value and 
1,719,976 shares (par $1) of common stock. Com- 
mon stock was split two for one in July. Outstand- 
ing 314 per cent cumulative convertible second pre- 
ferred stock as of last June consisted of 100,000 


stock. Current assets on April 30, last, amounted 
to $42,361,000 and current liabilities were $10,042,- 
000, leaving net working capital of $32,319,000 as 
compared with net working capital of $30,599,000 
a year earlier. Sole debt consisted of $2,621,000 of 
notes and contracts payable. Current price of com- 
mon is $30 a share. 


MISSOURI-KANSAS-TEXAS RAILROAD CO. first 
mortgage gold 4s due June 1, 1990, currently sell- 
ing at 82 for a yield of 4.9 per cent secured by 
mortgage on 1,307.95 miles of road, including lien 
by direct first mortgage on 1,078.47 miles of road 
and appurtenances and by stock of M. K. & T. Co. 
of Texas. Outstanding amount $27,890,500. Total 
fixed charges of the road have been reduced from 
$4,480,000 in 1926 to $2,427,992 at close of 1945. 
Mortgage debt has been reduced from $93,000,000 
at close of 1939 to $52,000,000 at close of 1945, and 
net working capital aggregated $7,191,000 at close 

















shares (par $100) of 1945. Total debt 
which was issued since poe reduced from 
icati $112,021,000 at close 
publication of March Suggestions for Current Investment Funds 112, aie = 
30, balance sheet and eel. Sven a... | of 1941 to $70,312,000 
was not reflected in fig- ' ogee er at close of 1945. In 
Bonds: Price Price Yield tie” f Paw 
ures as of that date. Amer. & For. Pwr. Deb. 5's, 2030........... $106 $1072 4.7% spite of unfavorable 
Current selling price of Boston & Albany RR. Torm.jimp. 4Y4's a 2 = 2 — due to ba 
° issouri, Kan. ex. Ry. Ist 4's, '90........ CC. : and other increases the 
the preferred is $1024 N. Pacific Ref. & Imp. 5's, C, 2047... 97 105* 5.1 sas ig Call ot 
a share and common at Pittsburgh & W. Va. Ist 4!/'s, 1958-60... 92 102 49 road showed a net In- 
20 a share Southern Pacific Deb, 4!/'s, 1981.............. 97 110 = 4.6 come of $1,208,000 for 
: Texas & Pacific Ry. Gen. & Ref. 3%, '85.. 100 105, 3.8 the seven months ended 
CROWN ZELLERBACH Preferred Stocks: July 31 1946 as com- 
P e A e 9 « N 
CORP. $4 cumulative Assoc. Dry Goods $7 2nd Pfd................. $135 N.C. 5.2%, pared with $2,542,000 
convertible no-par sec- Baldwin Locomotive $2.10 Pfd. ou... 4 $40 5.1 co: Ne: postal od 
p Barker Bros. 4!/2% ($50 Par) Pfd............. 53 55 4.2 m a e€ oerlod of pre- 
ond preferred stock, Curtis Publishing $4 Prior Pfde.........ccccccce... 66 75 6.0 ceding year and results 
convertible per share General Cigar 7% Cum. Pfd................0.... 162 N.C. 4.3 — galane 
into S%,.ch I f Goodyear Tire & Rub. $5 Cum. Cv. Pfd. 106 110** 4.7 over the balance of the 
into 9/4 shares of com- Lipton (Thos.) 6% Cum. Pfd. (Par $25) 31 30 4.8 year should improve 
= — eee — a. E. 512% Cum. Ist Pfd. ara ae considerably, especially 
e empe WT MIND bcadowdacandsannrdtendtantucctddséccapiipindesdecse A. . ° _ * 2 
P h : | : | Stokely-Van Camp $1 Prior Pfd............... 21%, «21 45 if rate _ mcreases are 
common shares through Union Pacific 4% Non-Cum. Pfd............... wa ee granted in the near fu- 
September 1, 1951 and Virginian Rwy. 6% Cum, Pfd. (Par $25). 39 N.C. 3.8 a 
vm ’ ture. 
24% shares through N.C.—Not Callable. **Not prior to July |, 1952. 
September 1, 1955. **To 10/1/46; thereafter at 105. WESTINGHOUSE ELEC- 
Current selling price TRIC CORP.: A special 














$116 a share. Redeem- 
able at any time on 30 days notice at $106.50 a 
share through September 1, 1948 and $102.50 
thereafter, plus accrued dividends. One of the 
larger units in the paper business, company’s pro- 
duction was as follows: Newsprint 36.8 per cent, 
coarse papers and tissues 47 percent, board 7.4 per 
cent and pulp sales 8.8 per cent. Net income of the 
company and subsidiaries for year ended April 30, 
1946 amounted to $7,824,983 equal after dividend 
requirements on preferred stocks to $2.37 a share 
on 2,267,375 shares of common stock comparing 
with $7,093,085 or $1.97 a common share in pre- 
ceding year. For quarter ended July 31, 1946 net 
profit was $2,704,000 or 87 cents a common share 
as compared with $1,878,000 or 54 cents a common 
share in July quarter of 1945. Capital stock out- 
standing on April 30, last consisted of 353,108 
shares of $4.20 preferred, 174,905 shares of $4 con-- 
vertible preferred and 2,267,375 shares of common 
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meeting of stockholders 
of the corporation will be held December 5, at the 
company’s East Pittsburgh plant to consider a 
merger with two wholly-owned subsidiaries, the 
Benolite Corp. and the B. F. Sturtevant Corp. and 
rearrangement of the capital stock structure of the 
company. The Benolite Corp. makes insulating 
varnishes and B. F. Sturtevant manufactures heat- 
ing, ventilating and air conditioning equipment and 
the Precipitron (electric air cleaner). Proxy state- 
ments will be mailed to stockholders shortly after 
September 30. 

Under the merger plan the authorized capital 
stock of Westinghouse would consist of 650,000 
shares (par $100) of serial preferred stock and 18,- 
000,000 shares (par $12.50) of common stock. 
After the merger, the company proposes ‘to sell $50 
million par value of the new preferred stock as part 
of the financing for its post-war expansion and re- 
arrangement program. 
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EDITORIAL: 








Perception 


Why Is IT THAT SOME MEN can land in a strange 
country, with little in the way of material resources, 
and soon attain marked success, while others about 
them struggle on in mediocrity? Is it luck, fate, or 
some particular gift which they possess but which 
others lack? Sometimes these intangibles play a 
minor part, but behind every instance of achieve- 
ment there is always a rational explanation. Last- 
ing success invariably is built upon sound, solid 
reasons rather than on the mere vagaries of fate. 
One major element in individual attainment is the 
faculty of perception. It does not come with educa- 
tion, although real learning sharpens the faculty. 
Some by nature are more observing than their fel- 
lows, but the gift can be developed by anyone by 
dint of practice. For it is only by constant observa- 


portunities lie on all sides, but we must recognize 
them if they are to be capitalized. 

True perception is a neglected art in the Occident. 
Nearly all of us fail to use our sense to their full 
potential... We perceive only superficial and often 
“evaluate only in part. In the Orient, observation is 
a basic science, and is early installed in the youth of 
the cultured classes. 

Perception—the ability to perceive—is not merely 
a physical characteristic. 
tion of what the physical senses observe, the faculty 
of recognizing, analyzing, and drawing conclusions 
from the mass of available facts. Study the career 
of leaders in any field — business, polities, science, 
the arts—and you will note that they invariably 
; have the common char- 








tion that we can per- 
ceive the opportuni- 
ties around us. And 


“Building Your Future Income" Department to Be Suspended: 
The continuing shortage of printing paper obliges us to suspend, 


acteristic of being keen 
observers and clever 


It is the mind’s utiliza- ' 


despite all the prob- 
lems which beset our 
generation, this is 
still the land of oppor- 
tunities and our age is 
the time for great ac- 
complishment. Like 
the famous “acres of 
diamonds” story, op- 
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after this issue, the special department on "Building Your Future 
Income" which we have been maintaining as an additional service to 
our subscribers. 

We sincerely trust that it has, in some measure, at least fulfilled its 
original objectives, namely, to provide counsel on conserving and 
augmenting individuals’ capital resources in a period when such 
objectives are becoming increasingly difficult to realize. 

When paper and production facilities again permit, we hope to 
reinstate the "Building Your Future Income" series at a later date. 
Meanwhile, regular subscribers having specific investment problems 
are urged to use our Inquiry service elsewhere in this magazine. 








users of what they see. 


This is true of the 
leaders of the past 


and of our own con- 
temporaries today. 

Perception, then, is 
a paramount necessity 
in business manage- 
ment today. 
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Individual 


Achievement 


Under Free Enterprise 





By WILLIAM A. HOWELL 


a." story oF Roserr B. McCoxtr follows a 
pattern familiar to the American scene—it is 
that of the immigrant boy rising to leadership in 
this country’s industrial world. When Mr. McColl 
became President of American Locomotive Co. last 


year, it climaxed a career devoted to many phases. 


of the locomotive industry. 


Kilmarnock, Scotland, Mr. McColl’s 
early life was fairly typical of other young men in 
a nation noted for its engineers. He attended Kil- 
marnock Academy and the Science and Art College, 
after which he served out an apprenticeship with 
the Glasgow and Southwestern Railroad in Scot- 
land. Interestingly enough, his next employer was 
the firm of Robert Stephenson and Sons in Dar- 


lington, England, builders of the original steam 
locomotive. 


Born in 


In 1905 he joined the Montreal Locomotive 
Works in Canada, an affiliate of American Locomo- 
tive, and served in several departments until he be- 
came Assistant Superintendent, the Superintendent 
of Works, and finally Works Manager. Appointed 
Manager of the Munitions Department of the Ed- 
dystone Munition Company in 1917, he remained 
with that company until after World War I when 
he returned to England to become General Manager 
of the Armstrong Witworth Company. Mr. Mce- 
Coll is still a member of the Institute of Mechanical 
Engineers in London. 





@ The Magazine of Wall Street is continuing 
herewith a new feature series dedicated to the 
proposition that only under a free economy can 
individual achievement be realized to its fullest 
degree. In this and following issues we are 
presenting brief biographical sketches on lead- 
ers in various fields of endeavor who can testify 
to the merits of free enterprise as opposed to a 
regimented economy. 
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ROBERT B. McCOLL 


Recently elected president of the American 
Locomotive Co. Mr. McColl has devoted his 
life to the study of locomotive engineering. 


In January, 1922, Mr. McColl became attached 
to the New York Office of American Locomotive 
and the following June was appointed Assistant 
Manager of the Schenectady plant and in Janu- 
ary, 1925, Manager of the plant. He was elected 
President and Director of the McIntosh & Seymour 
Corporation, Auburn, N. Y., a division of Ameri- 
can Locomotive, in 1931, and when the McIntosh 
& Seymour Corporation was merged with the parent 
company, Mr. McColl was appointed Vice-President 
of American Locomotive, Diesel Engine Division, 
In 1936 he was elected President of Alco Products, 
Inc., a division of the company, and later when 
Alco Products, Inc., was merged with the parent 
company, Mr. McColl was appointed Vice-President 
of American Locomotive, Alco Products Division, 
which position he held until his appointment as 
Vice-President in Charge of Manufacturing In 
1940. 

After successfully directing American Loco- 
motive’s huge war production program, Mr. McColl 
was named Executive Vice-President of the com- 
pany, which position he retained until his present 
election as President. 
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Insurance 








By EDWIN A. MULLER 


A BOUT A YEAR AGO I wrote an article in this column 

reviewing National Service Life Insurance in a 
generalized way. Since then I have noted that only 
about 10% of original outstanding National Service 
Life Insurance policies are being continued. I am 
therefore amazed at the large number of policies 
discontinued. All of the benefits which I outlined 
at that time still hold true, plus some additional ones 
which I will discuss in this article. 

The continuance of National Service Life Insur- 
ance affords life insurance protection at the lowest 
guaranteed cost, to which our Government makes a 
substantial contribution towards the cost. 

If you discontinue your life insurance you can 
reinstate it by paying two monthly premiums and 
furnishing satisfactory evidence regarding health, 
Your local Veteran’s Office can furnish on request 
Form 353a. If there should be no such office avail- 


























Ex-servicemen are urged to retain their national 
service life insurance because of the many ad- 
vantages obtaining for this type of policy. 


able write to the Veterans Administration, Washing- 
ton 25, D. C. Reinstatement of your National Ser- 
vice Life Insurance as above outlined can be made 
up to January 1, 1947. 

As a former service man you are also entitled to 
convert your term insurance into permanent insur- 
ance. In fact the law stipulates that you must so 
convert your term insurance within eight years from 
the date it went into effect (within five years, if it 
was bought after December 31, 1945). Conversion 
of your National Service Life Insurance can only 
be made to some form of “permanent” National 
Service Life Insurance, and not to any private com- 
pany form of life insurance. If you wish to change 
your beneficiary write the Veterans Administration, 
Washington 25, D. C. stating the change you wish 
effected. 

While your National Service Life Insurance is on 
a term plan it has no loan or cash values. However, 
after the term plan has been changed into permanent 
life insurance your new permanent policy has cash 
values and loan values of substantial amounts which 
you can obtain if the need so requires. 

As a result of bills recently signed by the Presi- 
dent, the following major life insurance changes as 
regards National Service Life Insurance have been 
made effective: 

Additional Types of Permanent Policies: In addi- 
tion to the Ordinary Life, 20-Pay-Life and 30-Pay- 
Life forms of contracts, the term insurance may also 
now be converted to 20-year endowment or endow- 
ment at age 60 or age 65. 'Those who have already 
converted may now change to the new forms. But 
conversion to an endowment form may not be made 
while insured is totally disabled. 

Restrictions on Beneficiaries Removed: The new 
laws remove all restrictions on beneficiaries. Any 
person, persons, corporation or the estate may be 
named beneficiary. 

Lump Sum Payments Now Available: National 
Service insurance may now be payable in a lump 
sum and also on a 36 to 240 month equal monthly 
installment plan in addition to the payment plans 
previously available. (Life Income with 10 years cer- 
tain and Refund Life Income). Present beneficiaries 
on insurance under which payments began prior to 
September 30, 1944, are permitted to change settle- 
ment plans to refund life option if requested before 
August 1, 1948. Those eligible for this refund will 
be notified by Veterans Administration. 

Total Disability Benefits Available: Income dis- 
ability benefits of $5.00 a month per $1,000 face 
insurance may now be added to term insurance or 
permanent insurance, on payment of additional pre- 
mium and evidence of health. Payment of benefits 
does not affect face value at death. Proof of good 
health may be waived on any application for in- 
come disability clause when applicant is not totally 
disabled and supplies proof before January 1, 1948, 
that inability to supply proof of good health is due 
to service-incurred disability. 
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Building Your Future Income 





Capital Building 
IN A PERIOD OF 
INFLATION 





By JOHN DURAND 


S° MANY IMPONDERABLES may alter the future 
status of any individual concern that, as we 
have taken care to point out in previous articles 
concerning defensive measures against inflation, it 
is impossible to devise any fully reliable formula to 
combat it. While broadly it is true that equities 
offer a fundamental advantage in that pricewise 
they tend to spiral upward along with dilution in 
monetary supplies and soaring prices for goods and 
services, their relative fluctuations in the long run 
reflect, as always, the same old dependence upon 
variant earnings. Hence selectivity first and con- 
tinuously must be an ever present “must” for the 
investor, with an attendant willingness to make 
portfolio shifts should the unexpected occur or er- 
rors in Judgment creep into the picture. 

In the ceaseless competitive battle among the 
giant concerns in our economy, one advantage has 
helped many a contender in the field to not only 
expand net earnings during inflationary periods but 
to sustain them more adequately when the seemingly 
inevitable depressionary intervals show their ugly 
face. This important aid to stabilizing earnings is 
achieved through well integrated operations. It is 
not difficult to visualize how concerns owning their 
sources of raw materials, parts and containers, as 
well as means of transportation, gain substantially 
when their competitors are forced to bid up in out- 
side markets for components in short supply, or 
lack facilities to make shipments to their customers. 
The record of concerns which through good and bad 
times have enjoyed fairly good earnings is replete 
with instances where success has been largely attrib- 
utable to first class operational integration. Out- 
standing examples of sound concerns in industries 
such as petroleum, steel, paper, food processors, fur- 
niture and synthetic textiles are not difficult to find, 
and provide more warrantable confidence to the in- 
flationary minded investor than others he might con- 
sider. When shares of this prime character are 
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The New York Stock Exchange 


chosen, however, progress of the favored concerns 
must be followed relentlessly during the inflationary 
period to make certain that they continue to live up 
to their reputation amid the flux of changing con- 
ditions. 

In case an investor feels poorly equipped by ex- 
perience to weigh the pros and cons of different 
media and the intricacies of selectivity, or still more 
unfortunately has no competent investment counsel- 
lor to whom he can turn, it is always possible to 
place his funds in shares of a well managed Invest- 
ment Concern. The only handicap here is that if 
he has individual problems or unique goals, the shoe 
may not quite fit. On the other hand if his program 
has no sharp angles and merely envisages purchase 
of carefully chosen securities, shares in a good In- 
vestment Concern or Trust might be a happy solu- 
tion. For one thing, his risk will be diversified in a 
degree impossible for him to achieve with limited 
funds at his command, for the portfolio would con- 
tain dozens of selected shares in all of which he owns 
a ratable share. Experienced bankers give their en- 
tire attention to the choice of their portfolios, and 
are alert and impersonal in whatever changes their 
combined judgment may deem constructive. 'T’o the 
investor, accordingly, the management of these 
Trusts rather than their portfolios is the transcend- 
ent factor for study, but quite a number of them 
have such well established records that their selection 
is not difficult. 
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Rallies ; 

Statistics prove that after fast 
market declines establish over- 
sold positions secondary rallies 
have nearly always recovered half 
or more of the ground lost in such 
declines. We could cite a number 
of examples, with dates and per- 
centages, picking them out of the 
charts. You can work wonders 
with charts—on hindsight. But 
who knows just when an “over- 
sold position” has been set up, 
except by the market action sub- 
sequent thereto? Maybe we are in 
an intermediate recovery phase 
now, although the idea would 
carry more weight if the market 
first successfully tested out the 
September low again and then 
started up afresh. The point to be 
emphasized, however, is that there 
is just as little percentage in try- 
ing to “play” for bear-market 
rallies as in trying to profit by 


x 


bull-market reactions. Either way, 
you are bucking the main tide; 
and if you make profits, being 
short-term, they are subject to 
maximum tax rates. Bear-market 
rallies should be regarded as for- 
tuitous opportunities to get out 
of undesirable holdings. For that 
purpose the timing problem is 
simplified. You just wait for the 
first substantial upturn after an 
initial sharp bear-market phase 
and sell on it. That is probably 
a near-term matter. When the 
market goes materially under the 
recent low—if it does—we will be 
more interested in ‘snooping 
around for selective, longer-term 
buying opportunities than in the 
question of selling. 


Margins 

There is considerable agitation 
to get the market back on a per- 
missive margin basis, perhaps a 





















































INCREASES SHOWN IN RECENT EARNINGS REPORTS 

| Year 
| Latest Period Ago 
| Arnold Constable 6 mos. July 31 $1.28 $ .55 
| Beatrice Foods 6 mos. Aug. 31 4.74 1.97 
| Carpenter Steel Year June 30 4.52 3.08 
| Consol. Laundries 36 wks. Sept. 7 1.29 -98 
| Goodall-Sanford Year July 31 3.44 1.98 
| Krueger Brewing 6 mos. July 31 2.02 85 

North American Rayon ............:c..-ssce0 36 wks. Sept. 7 3.55 2.32 
| Sheaffer Pen 6 mos. Aug. 31 5.00 2.26 
| United Paperboard 12 wks. Aug. 24 54 .02 
| Wayne Pump 9 mos. Aug. 31 2.16 77 
40 





margin of 50%. It is anybody’s 
guess whether the Federal Reserve 
Board will see it that way. This 
column has a few ideas on the 
subject. One is that, if there are 
reasons for further market de- 
cline, an easing in margin regula- 
tions will not stop it. Another is 
that brokers (commissions, you 
know) have more reason to be in- 
terested in the matter than the 
public. While we hold no brief 
for today’s market “thinness’’, we 
figure that if the industrial aver- 
age declines from 200 to 150 that 
is a 50-point loss, no more and no 
less, whether it occurs in ten days 
or in ten months—and there is 
something to be said for getting 
it over with, rather than drag- 
ging it out. Talk of margin-buyer 
support for the market is bunk. 
People could buy ’em on margin, 
if they wanted to and had a few 
dollars, back in 1929, 1930, 1931 
and 1932. That fact did not make 
the greatest of all bear markets 
any the less painful. This depart 
ment thinks people should have 
the right to buy stocks on a rea 
sonable margin basis, perhaps 
40% to 50% if they wish, just in 
fairness and logic, and not tor 
any other reason. If Joe Doakes 
wants to buy a house on a 20% 
“margin,” our all-wise Govern- 
ment assumes that he knows what 
he is doing, although at present 
he very likely is getting a house 
of inferior quality which almost 
surely will be worth less than his 
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purchase price within a_ few 
years. But if the same Joe 
Doakes wants to buy stocks—even 
premier dividend-payers like Am- 
erican Telephone, Chesapeake & 
Ohio, Procter & Gamble, or what 
have you — the Government as- 
sumes that it is against his inter- 
est, and that of society, unless he 
pays 100% cash. Stocks are a 
perfectly respectable form of 
property. The margin rule, 
which denies them credit status, 
is blatant discrimination. We fig- 
ure that people interested in 
stocks are, by and large, reason- 
ably sensible adults, not morons. 
And the same is true of bankers 
who used to lend margin-money. 





Price-Earnings Ratios 

In terms of price-earnings ra- 
tios, the last three major bull 
markets show a pattern of declin- 
ing tops. That is, at the top this 
year, pfice-earnings ratios in 
general, though not in every in- 
dividual stock, were well under 
those prevailing at the 1937 bull- 
market high; and those at the 
1937 high, of course, were much 
under the peak ratios of 1929. 
This can not be happenstance. It 
probably reflects the long-term 
erosion of confidence in the insti- 
tution of private enterprise in a 
world where there is more sheer 
power in Big Government (poli- 
ticians) and in Big Labor (am- 
bitious unioneers plus many rack- 
eteers) than there ever was in Big 
Business. The average American 
used to take e¢onomic advance as 
the normal thing and consider de- 
pressions unusual. Now, as soon 
as a boom starts, too many people 
look at it suspiciously and begin 
to figure on the next depression. 
That is one of the reasons why, 


at 170 in the industrial average, . 


stocks are priced in about the 
same ratio to 1946 earnings as 
they were to 1937 earnings at a 
level of about 125 in the 1937- 
1938 bear market. The profit 
outlook for 1947 is not clear at 
this distance, but we figure it can 
hardly be comparable with what 
happened in 1938 or in 1920- 
1921. We suspect that the capi- 
talization of share earnings may 
be a bigger question for the fore- 
seeable future than the question 
of what the earnings are going to 
be. How far the probable elec- 
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tion of a more conservative Con- 
gress next month will go in re- 
storing basic investment confi- 
dence in capitalistic institutions 
will be an open question for some 
time. The answer will surely bear 
watching. It may be fateful. 


State of Mind 


Bearing on the foregoing dis- 
cussion, an analyst friend of ours 
once wisely quipped: “Stocks are 
neither high nor low; ’tis only 
thinking makes them so.” Stocks 
with highly stable earnings-divi- 
dend prospects—for example, op- 
erating utilities, chain grocers, 
proprietary products—have ney- 
ertheless been swept down with 
the general market. For a per- 
fect example we go back to a 
1936-1937 instance, that of 
Woolworth. It had paid a $2.40 
dividend for years. There was 
no question of it being raised or 
lowered within the foreseeable fu- 
ture. On an abstract yield basis, 
in relation to the money market, 
it was perhaps worth 60 at the 
outside. But it went to 71 in 1936 
and plunged to 34 in 1937. It 
actually earned more money in 
1937 than in 1936, and covered 
the dividend with plenty of mar- 
gin in depressed 1938. With in- 
vestment-quality stocks of the 
best grades it is the psychological 
cycle, rather than the business 
cycle, which presents the shrewd 
with outstanding buying oppor- 
tunities from time to time. We 
are unable to say whether an- 
other bargain period is now in the 
making. The slide might or 
might not stop short of that. So 
far, however, most good stocks 
look reasonable rather than not- 
ably cheayr. More often than not, 
though not always, they get 


really cheap before bear markets 
end. 


Non-Recurrent 


One of the reasons Why we 
urged a conservative, carefully 
selective course for months prior 
to the crack was that there were 
too many things about the aging 
bull market which could not be 
reduced to any solid basis of 
reasoned calculation. One of them 
went right back to evaluation of 
earnings. A year ago it was not 
difficult to foresee excellent earn- 
ings for many lines in 1946, and 
to estimate them with consider- 
able accuracy in a number of in- 
stances. It is a fact that we did 
a pretty good job on such esti- 
mates in this column. But we be- 
‘ame increasingly unsure what 
those earnings should be worth. 
To wit: what part of them, in 
given situations, could be consid- 
ered “regular” and what part 
*“non-recurrent.” Nobody can be 
sure. You can only get at it in 
rough approximations. ‘l’o cite 
some examples, probably an im- 
portant part of retail trade earn- 
is non-recurrent; and so 
with textiles, rubbers and liquors. 
Maybe also in movies. But how 
much? If we have a permanent 
plateau of national income much 
higher than before the war — 
which appears probable—part of 
present exceptional earnings 
might possibly become “regular.” 
This question of “regular” versus 
‘“non-recurrent” earnings will re- 
main one of the toughest invest- 
ment problems for some time to 
come. It will get our keenest 
study as visibility improves, for 
out of it very likely will come the 
basis for a new selectivity when 
the market makes its basic turn. 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS | 








eee —— — = 
Year 
Latest Period Ago 
Year June 30 $ .52 $ .71 
8 mos. Aug. 31 2.19 5.59 
& mos. June 30 18 .22 
Year June 30 10 .30 
9 mos. Aug. 31 1.33 2.82 | 
12 mos. Sept. 30 6.11 7.09 | 
8 mos. Aug. 31 1.90 8.73 
6 mos. June 30 1.61 2.11 
8 mos. Aug. 31 5.83 12.23 
Year July 31 1.03 1.65 | 
{ 
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Today's Position of 
American Telephone and 
Telegraph 





(Continued from page 24) 


funds to maintain and expand the 
best possible service to the public. 
But in the main, capital require- 
ments of A.T.&T. have of course 
been met through sales of common 
stock and bonds which have al- 
ways enjoyed a premier invest- 
ment rating. How wisely the long 
term maintenance of the $9 divi- 
dend for 24 years past has led to 
success in raising large sums of 
new capital is discernible by an 
understanding of the current cap- 
ital structure and plans for its ex- 
pansion as need arises. 


According to the balance sheet 
as of December 31, 1945, total 
funded debt of A.T.&T. and its 
consolidated subsidiaries amount- 
ed to $1.26 billion, while out- 
standing common shares num- 
bered 20.166 million with. a par 
value of $100 each. Hence the 
relationship of equities to debt 
stands at the very conservative 
ratio of nearly 2 for 1. As a mat- 
ter of fact, for many years past 
this relationship has held rather 
consistently as the high premium 
normally enjoyed by the common 
attested to its investment stature 
and the stable dividend attracted 
huge amounts of investment capi- 
tal, with rights to subscribe com- 
manding a substantial premium. 
In fact by sale of these rights, 
holders of the shares have added 
to their income from dividends 
on a dozen or more occasions in 
years gone by. As for the bonds, 
with a coverage of earnings over 
interest charges running usually 
better than 5 to 1, they have been 
readily saleable at lowest rates 
among prime issues. In some 
cases where they have been con- 
vertible into common stock upon 
payment of a substantial differ- 
ential premium, their price has 
risen out of all proportion to 
their income return. The general 
belief is that the company will 
strive to finance its very large 
future program of expansion all 
along lines closely followed in the 
past, and as it has worked out so 
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fairly and successfully, confidence 
is warranted that regulatory 
bodies will co-operate in sustain- 
ing the program unimpaired by 
possible unfortunate constrictions 
of earning power. 


Most recent step taken by the 
company in financial prepara- 
tions, has been to ask stockhold- 
ers’ approval in October of an 
issue of $351 million 2% deben- 
tures, convertible into common 
stock at 150 per share, and to 
provide for continued balance 
with the equity issue, permission 
will be sought to increase the 
common shares from the present 
25 million authorized to 35 mil- 
lion. Just when and in what 
quantities the new securities 
would be sold has not been re- 
vealed; the determination obvi- 
ously will depend upon market 
circumstances and policies of the 
directors. 


Offhand or more soberly viewed, 
this forward looking move by the 
management would appear de- 
cidedly constructive and furnish 
only slim grounds for apprehen- 
sion as to dividend stability. 
True, rising costs of wages and 
materials recently have reduced 
the company’s net return upon 
invested capital to an all time low 
of 5%. But if it can borrow 
large sums at 2% sizable accru- 
als to net should follow. Above 
all it must be remembered that 
when A.T.&T. starts out to spend 
hundreds of millions of dollars for 
new equipment, it is mighty well 
sure that the investment will be 
profitable and self sustaining. 


Subsidiaries of the parent com- 
pany bolster its over-all income 
considerably by paying it 114% 
of their gross revenues for its 
services in the field of research. 
Current net income potentials are 
also enhanced by relief from ex- 
cess profits taxes. Last year 
EPT amounted to more than $9 
per share, or above dividend re- 
quirements. Reduction to a 
381% % basis in 1946 should help 
substantially in overcoming tran- 
sient handicaps and_ enforced 
higher wage costs. All told, pros- 
pects of the company seem bright 
rather than dismal, as pessimists 
on second thought may well 
agree. 
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Why You Should Watch the 
Watch Companies 





(Continued from page 33) 


million, every year has shown 
consistent gains to the threefold 
level now achieved. Earnings 
over a long period of years have 
been satisfactory, although er- 
ratic during depression depths. 

Among producers of high 
grade jewelled watches Hamilton 
Watch Co. rates as third in point 
of sales, volume for 1945 running 
close to $12 million. Sales of 
timing, counting and recording 
devices add to the total volume 
achieved. The company was in- 
corporated in 1892 and in the 
course of its long history has 
built up an enviable reputation 
for quality products. Outstand- 
ing are 34,900 shares of $100 
par convertible 4% preferred 
shares and about 387,000 share 
of common. The 1945 balance 
sheet discloses a very comfortable 
financial position, with a current 
ratio of around 8 to 1 and with 
net current assets of $6 million. 
While no dividends were paid on 
the common between 1932 and 
1936, distributions on the whole 
have been consistently made for 


’ other years in a long record. In 


1945, holders of the common re- 
ceived 95 cents per share from 
net earnings reported as amount- 
net to $1.12. 
General Time _ Instruments 
Corporation, although only mod- 
erately ranking as a producer of 
watches, goes in heavily for out- 
put of clocks, time recording sys- 
tems and related products. Net 
sales last year ran close to $24 
million. Through past acquisi- 
tions the company now owns the 
well known: old Seth Thomas 
Clock Co., The Western Clock 


Co. and the Sangamo Electric 


Co., the latter a pioneer in the- 


development of electric clocks. 
With the exception of the de- 
pressed 1932 to 1935 period, 
General time has paid dividends 
in every year since its start in 
1931. Earnings have been vari- 
able and during war years were 
held down rather substantially by 
EPT. Despite this handicap, 


net applicable to the common 
(Continued on page 50) 
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keeping Abreast of Indus trial 
- and Company News + 





James J. Newman, Vice President of the B. F. Goodrich Co. predicted that 
despite tenfold increase in vinyl resins output and use since 1940, potential mar— 
kets are capable of absorbing more than 10 times the volume currently used in coated 
fabrics, paper, film and sheeting. Estimate was based on a reasonable and conserva— 
tive replacement of present materials with vinyl resins, plus creation of new articles. 





Walter Chamblin, Jr. Vice-President of the Washington office, National Asso— 
ciation of Manufacturers declared recently that the attitude of top labor leaders in 
the maritime strike is likely to bring public demands for compulsory arbitration of 
all strikes. Mr. Chamblin made the statement at the annual convention of the National 
Petroleum Association and asserted that such a step could mean government fixing of 
wage rates, which would lead to government fixing of prices, and both steps could 
eventually bring about government control of profits. 











fT. E. Veltfort, manager of the Copper and Brass Research Association declared 
recently that an immediate increase in copper, lead and zinc supplies is imperative, 
if production in basic industries is not to suffer grave curtailment. 





Recent rumors mentioned possibility of agreement being reached for the pur— 
chase of Consolidated—Vultee Aircraft Corp. by Lockheed Aircraft Corp. through ex-— 
change of stock, but officials of neither company would affirm or deny the deal, which 
would be one of the largest mergers in aviation history. The consolidation would 
result in the acquisition by Lockheed, builder of the Constellation passenger plane 
and its bigger sister, the Constitution, and of the wartime P-38 Lightning, etc., of 
the Consolidated—Vultee plants in San. Diego, Fort Worth and Wayne, Mich. according to 
American Aviation Daily. Merger would not only give Lockheed considerable military 
business, but company would acquire control of the 200—passenger plane being designed 
for Pan-American Airways, as well as the 204 model, of which American Airlines has 
ordered 100. 


The magazine Steel expects freight car shortages will reach 75,000 a week in 
October, but nevertheless predicted that carloadings will rise to the million mark by 
the middle of next month. The million—car estimate was based on the fact that indus— 
trial production normally gains during October, which is one of the peak production 
months of the year. 











American business, exclusive of agriculture, expects to spend about $3,200,- 
000,000 for new plant and equipment in the third quarter of this year, according to 
the quarterly survey made jointly by the Securities and Exchange Commission and De— 
partment of Commerce. These figures compare with actual expenditures of $2,200,— 
000,000 in the first quarter of 1946 and $2,900,000,000 planned for the second quarter. 





plates building of a city capable of housing 10,000 or more persons in connection with 
the company's current refinery building program, according to A. T. Proudfit, presi- 
dent of Creole. Favored site is at Amuay Bay in Western Venezuela and is dependent 
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on acquisition of the necessary lands which will be required for both the construction 
of the refinery (estimated to cost between $60 and $70 million) and the town capable 
of housing refinery personnel and their families. ; 


Demand for household furniture by 1950 is estimated to reach the $1,500,000,-— 
000 mark at factory prices, according to an article by H. B. McCoy, director of the 
Office of Domestic Commerce, published by the Department of Commerce. 





Contract was signed recently between the Reconstruction Finance Corp. and 
the William H. Harman Corp. of Philadelphia, Pa. for guaranteeing sale of pre—fabri-— 
cated homes to veterans. The Harman firm has agreed to produce 10,000 sheet steel 
homes, selling for from $6,000 to $9,000, including installation and land costs be— 
fore December 31, 1947. The RFC acting for Housing Expeditor Wyatt, will guarantee-to 
buy at 90 per cent of the retail price all houses that the firm cannot sell on the 
open market. 








The Pennsylvania Railroad placed in operation an automatic ticket vending 
machine capable of serving 20 customers a minute, according to its inventor Ralph V. 
Anderson, an engineer for the Trans—Meter Corp. of New York. Railroad officials, 
however, said, they would be satisfied if it served three a minute. 








Greyhound Corp. will acquire controlling interest in the Washington Motor 
Coach Co. operating in four states of the Pacific Northwest for a sum in excess of $1 
million. Company has an option to buy controlling interest held by C. B. Fitzgerald, 
president and R. T. Whiting, vice president, each holding 17,380 shares, for price of 
$50.a share, subject to I. C. C. approval, on condition that it also will purchase 
the stock of all other shareholders wishing to sell at $30 a share. 








United States Rubber Co. recently announced development of an automobile 
inner tube of waffle—like construction, designed to prevent rapid deflation in the 
event of a puncture. The crown of the new tube is composed of a patchwork of square 
pockets which press against the inside of the tire as the tube is inflated. If the 
tube is punctured by a nail, this squeezing action crowds the rubber around the nail. 





Robert M. Littlejohn, War Assets Administrator recently announced sale of 
nearly 21,000 surplus war planes for scrap and salvage for a total of $6,582,156. 
Original cost to the government was approximately $3,900,000,000. Purchase was 
made by five companies which submitted high bids in a public competetive offering. 








U. S. Government has agreed to increase its purchases of natural rubber from 
British controlled producing areas in return for a pledge from Great Britain to re— 
establish a free market in rubber. The U. S. has also contracted to buy an additional 
10,000 tons of natural rubber from Dutch areas before the year end. 


ee eee eee 


count in 1948 tetra-ethyl lead anti-knock mixture for gasoline. Basic patents cover— 
ing the manufacture of tetra—ethyl lead have already expired and patents covering its 
use in gasoline will expire in 1947. Since 1925 du Pont has been making the compound 
for Ethyl Gasoline Corp., jointly owned by Standard Oil Co. of New Jersey and General 
Motors Corp. 








Railroads put 26,825 new freight cars and 322 new locomotives into service in 
the first eight months of this year, the Association of American Railroads reported. 
This compared with 27,740 freight cars and 408 locomotives in the like period of 1945. 
As of September 1, the railroads has 50,169 new freight ‘cars and 556 new locomotives 
on order. 
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SUMMARY 


MONEY AND CREDIT—On Oct. | Treasury redeem- 
ed, out of its $8.9 billion cash balance, an additional $2 
billion of debt certificates; making total redemptions of 
$17.4 billion since Mar. |, and reducing the Federal gross 
debt to below $264 billion. 





TRADE—Owing large!y to the truck strike in New York 
City, department stores sales in week ended Sept. 21 
were only 26% ahead of last year, compared with four- 
weeks’ increase of 39%. Little evidence thus far that 
stock market slump has discouraged consumer spending. 
July retail store inventories only 50°, above pre-war 
level; though sales have risen 124°; but merchandise on 
order by department stores is now valued at ten times 
the 1939 monthly average, which points to duplication 
of orders. 


INDUSTRY—Business activity little changed during past 
fortnight; but is now more than 7%, above last year. 
Rise in prices for old residential property had already 
been checked by expanding supply of new housing, prior 
to stock market break. 


COMMODITIES — Commodities advance in face of 
stock market decline. Cotton at new 28-year high. The 
politically unbiased Bureau of Agricultural Economics 
predicts that incomes from farm marketings next year 
will be only slightly lower than this year. 

* * 
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Business Activity was little changed during the fort- 
night ended Sept. 28; but is now more than 7% ahead 
of last year. Coal mines in a few districts have closed 
down, because the miners refuse to work without meat. 

7 * * 


Steel operations, on the other hand, are at the best 
level since V-J Day, and industry officials predict that 
supply will catch up with dima a year from now—IF 
labor and the supply of steel scrap permit continuous 
full production. 

* * x 

Housing Expeditor Wyatt reports that 236,400 new 
permanent Homes were menial in the first eight 
months of 1946, including 62,800 in August. Only a 
few drops of supply in an ocean of demand; but even 
this small beginning had already checked the rise in 
prices for old residential property prior to the stock 
market crash. 

> - = 

For several years to come, Supply in this field will 
probably remain below Demand; but Price Declines 
do not wait for supply to actually catch up with demand. 
Price peaks usually occur around the time when the ex- 
cess of demand over supply is at its maximum. Even a 
small increase in supply, or decline in demand, will then 
start prices downward. 

*  * * 


Commodities futures indexes have just topped their 
July peaks, despite the traditional correlation between 
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Dept. Store Stocks (mrb)................ 








Latest Previous Pre- 
Wkor Wkor Year Pearl 
Date Month Month Ago _ Harbor PRESENT POSITIAN AND OUTLOOK 
MILITARY EXPENDITURE (tf) $b Sept. 25 0.34 0.28 1.64 0.43 (Continued from page 45) 
Cumulative from Mid-1940.............. Sept. 25 343.1 342.7 309.2 14.3 stock and commodity price movements. After 
world war |, however, commodities did not peak 
FEDERAL GROSS DEBT—S$b Sept. 25 265.2 265.1 262.0 55.2 until six months after stock prices began to de- 
iz cline in November, 1919. Between May and 
MONEY SUPPLY—Sb ge rie wheat rage’ = gor 
Demand Deposits—10! Cities........ ms a Ok lo le a eee ee eS ee 
Currency in Circulation.......cce.c- Sept. 25 284 285 27.7 10.7 | cattle from $19 a hundred-weight to $12; hogs 
from $15.90 to $9.55. 
BANK DEBITS—13-Week Avge. * * * 
New 0 a Sa cacoesasiesvestess aa vd — 6.87 6.24 3.92 With the object of discouraging farmers from 
100 Other Cities—$b..............000... ept. 5 8.54 7.30 5.57 ovntglaiding neat annsnn, aiielile of the Aget- 
culture Department have seized upon this pre- 
INCOME se ang (ed) Hid 13.97 14.48 13.58 8.11 cedent to warn that, with the passing of 
Salaries & Wages (cd)................. uly 8.84 8.79 9.45 5.56 | UNRRA and he leh thi 
Interest & Dividends (cd)... | July Lil 2240.95.55 Bn eee aia Al 
Farm Marketing Income (ag)........ July 2.25 1.49 1.80 ee ee ee 
Includ'g Govt. Payments (ag)........ July 2.39 1.54 1.90 1.28 | be witnessed next year. 
+ * * 
CIVILIAN EMPLOYMENT (cb) m Aug. 57.9 58.1 53.5 52.6 A less gloomy view of the outlook is taken 
Agricultural Employment (cb)........ Aug. 9.1 9.9 9.0 8.9 | by the politically unbiased Bureau of Agricul- 
Employees, Manufacturing {lb).. July 14.2 14.1 15.3 13.8 tural Economics, which predicts that income 
Employees, Government (Ib)...... July 5.4 5.5 5.9 4.6 from Farm Marketings next year will be only 
UNEMPLOYMENT (cb) m Aug. * 2.0 2.2 0.8 3.4 lightly lower than this year which, in the first 
8 months, has topped last year by 8%. In any 
| BACTORY EMPLOYMENT (ib4) July 141 139 152 147 event the decline could not be so drastic as in 
Durable Goods ........ssssssssssssseee me July 16! 158 195 175 1920; because the Government is compelled by 
Non-Durable Goods ..................:000- July 125 124 118 123 law to support prices of leading commodities 
FACTORY PAYROLLS (Ib)4 July 26! 257 299 198 until 1950 at 90% of parity—a pledge, inci- 
dentally, that presents a potential obstacle to 
FACTORY HOURS & WAGES (Ib) Budget Balancing. 
Wr eebe BUNS: ci scsi: June 40.0 39.7 44.6 40.3 oe Ss 
Hourly Wage (cents) June 108.4 107.1 103.8 78.1 The B. A. E. estimates, however, that while 
Weekly Wage ($) seedevececcecccscccsonsesses June 43.35 42.48 46.32 31.79 income from farm marketings will be only a 
little lower next year, Net Income realized by 
PRICES—Wholesale (ib2) ‘Sept. 21 123.8 121.7 104.9 92.2 farm operators may decline 10% to 15%, ow- 
RoINIMGEID): isi cd.dceered. July 156.3 147.7 142.4 116.2 ing to heavier operating costs and smaller Gov- 
ernment payments. 
COST OF LIVING (Ib3) July 141.0 133.3 129.4 110.2 eee 
Ee July 165.7 145.6 9 141.7113. Department Store Sales in the week ended 
Clothing July 157.9 157.2 145.9 113.8 Sept. 21 were only.26% ahead of last year, 
MINS os oss ctahcstonevestnccanptacdetnustespusenens oe July 108.5 108.5 108.3 107.8 compared with a 50% increase in the week 
ended Sept. 7 and a four-weeks' gain of 39%. 
RETAIL TRADE $b Much of the slow-down is attributable to the 
Retail Store Sales (cd)................. July 7.65 7.73 5.98 4.72 | trucking strike in New York City, where sales 
Durable Goods o........ceseseesseseeeee July 4.61 1.55 0.92 1.14 were up only 975% but the remainder might be 
Non-Durable Goods ..........c.cc000 July 6.04 6.18 5.06 3.58 | dicati f hat # 
Dep't Store Sales (mrb) ................ July 0.59 0.69 0.38 ee eee ee ee 
Retail Sales Credit, End Mo. (rb2) July 3.33 3.36 247 5.46 | spending mood on the part of consumers, in- 
duced by the stock market slump. In any event 
e it is quite evident that yearly increases of 50% 
MANUFACTURERS . can not go on forever. 
New Orders (cd2)—Total ............. July 199 212 186 18l ae gee 
Durable Goods .............cssss000 ssoees July 226 226 179 221 
Non-Durable Goods .............0000 July 183 203 190 157 According to a recent survey by the Federal 
Shipments (cd2)—Total July 206 208 247 184 Reserve Board, Merchandise on Order by de- 
Durable Goods .............. July 216 212 320 223 artment stores is now valued at ten times the 
Non-Durable Goods. ...........:ss0000 July 199 206 196 158 P on 
1939 monthly average; though Inventories ac- 
tually on hand are up only 128%. This points 
BUSINESS INVENTORIES, End Mo. Sul 5 we to an unhealthy duplication of orders, prompted 
Total (cd)—$b seesesenenneneesenensesenenetnes pd 9 =e Pow 15.2 by still existing scarcities. Realizing the poten- 
Manufacturers ssvesegeeiocasosoeseodicobeoes ‘jul : 4 * a Gl dene, cede em aiiinn ens vee 
Wholesalers ay 4.6 5 3.7 6 re 
Retailers’ July 7.5 7.1 6.4 ifs specifying that procrastinated deliveries will not 
July 1.7 1.6 1.4 1.4 be accepted. 








THE MAGAZINE OF WALL STREET 











































































































e ae 
Production and Transportation 
Latest Previous Pre- 
Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
ote Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc Sept. 21 157.9 157.3 149.4 141.8 3 
(M. W. S.)—l—np Sept. 21 172.3 171.7 161.4 146.5 Gloomy business forecasts based upon July 
fter INDUSTRIAL PROD. (rb)—I—np : 1% a oa = statistics fail to note that this was a month 
e ug. e . 
veak Minin yen 143 146 140 133 virtually free from price control, and hence a 
de- am tuk wa tay 206 202 239 215 month of exceptional uncertainty. No one knew 
and Non-Durable Goods, Mfr................. Aug. 162 156 157 141 what kind of price control, if any, Congress 
Da CARLOADINGS—t—Total Sept. 21 899 907 837 933 would prescribe. Livestock and pag oslarewr 
67; Manufactures & Miscellaneous... Sept. 21 389 392 354 379 flooded the market at high prices. This caused 
109s Mdse. L. C. L Sept. 21 122 121 108 156 an abnormal rise in Inventories, on both a vol- 
Grain Sept. 21 48 51 56 43 ume and value basis. Several commentators 
ELEC. POWER Output (Kw.H.Jm| Sept. 4,507 4,521 4,019 (3,267 Le Cae UE AF 
. warn of the top-heavy inventory situation with 
‘rom = tt anni (st) m _ = ae a a 10.8 which the country would be faced in another 
\gri- mulative from Jan. Uo... cee. ept. 446 + that rate! 
tl eee... July ee. ee OF hiittia 
of PETROLEUM—(bbis.) m As a matter of fact, manufacturers’ inven- 
this Crude Output, Daily oeecececccccces cocececes Sept. 21 4.8 4.8 4.5 4.1° tories were up only 84%, from Aug,., 1939, com- 
ight ee — BRA ntiotasiae isa rd . © . € ant Ch a wm + OME he 
Heating Oil Stocks... Sept. 2I 58 56 45 55 National Gross Product. During the same 
iod, Retail Store Sales had ri 124%, 
aken LUMBER, Prod. (bd. ft.) m Sept. 21 480 417 466 632 while saa bianeaa aie we only 50% 
. 
seule Stocks, End. Mo. (bd. ft.) b.......... July 3.7 3.6 3.6 12.6 Gi Os 
ome STEEL INGOT PROD. (st.) m Aug. 6.90 6.6! 5.74 6.96 Retail sales and New Orders booked by 
ealy Cumulative from Jan. Io... Aug. 40.8 33.9 56.1 74.7 manufacturers of nondurable goods were off a 
first ENGINEERING CONSTRUCTION little in July; but this was partly seasonal and 
any AWARDS (en) $m Sept. 26 84 117 89 94 partly due to hesitation to pay sharply higher 
ie ts Cumulative from Jan. I........... Sept. 26 4,083 3,999 1,496 5,692 prices which might be temporary. 
1 by MISCELLANEOUS need Ee _ 
lities Paperboard New Orders (st)t........ Sept. 21 157 151 128 165 P There is little in the present a vaned 
ae. Footwear Production (pairs)m........ June 44.9 49.5 44.2 34.8 tion to support fears of an approaching major 
, Hosiery Production (pairs)m.......... July 144 156 116 150 business depression; yet probably never before 
pte Whiskey Production (tax gals.) m.... July 8.5 7.4 24.9 11.8 in modern times has there been so much pub- 
Do., Domestic Sales ou... July 4.9 3.9 4.5 8.1 licly eupressed peesiatiom over the cutlock. 
Do., Stocks, End Mo. ..ccceccssseseon July 376 374 327 506 P 
while ° ' one y 
ag—Agriculture Dep't. b—Billions. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939— 
ily a edlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. "beamanaii ateaia’ pane 
d by 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. lt—Long 
ows tens, m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. ap— 
G Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instal 
ove ment and Charge accounts. st—Short tons. t—Thousands. tf—Treatury and Reconstruction Finance Corp. j 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
ynded 
year, No. of ———— 1946 Indexes ——_—_——_ (Nov. 14, 1936, Cl—100) High Low Sept.21 Sept. 28 
all Issues (1925 Close—100) High Low Sept.21 Sept. 28 100 HIGH PRICED STOCKS 112.55 84.21 84.2la 86.83 
300 COMBINED AVERAGE 191.7 135.0 135.0a 139.4 100 LOW PRICED STOCKS |! 247.97 161.88 161.88 167.80 
39%. 
> ahe 4 Agricultural Implements .. 265.7 163.2 163.2a 174.2 6 Investment Li. eee 84.1 56.2 56.2a 60.4 
oiled It Aircraft (1927 Cl—100).. 284.4 193.2 193.2a 198.6 3 Liquor (1927 Cl—100) .. 1479.8 982.2 982.2a 1050.5 
6 Air Lines (1934 Cl—100) 1208.6 767.5 767.5a 768.8 ALU CCLIT Cy a nonne 206.4 145.8 145.8a 147.1 
ht be 5 Amusement ......ccccscseee 218.6 143.7 151.0 154.7 3 Mail Order .....ecccccsseeeceen 206.3 134.6 «=134.6a 138.1 
vative 15 Automobile Accessories .. 336.2 196.0 196.0a 203.0 ¥ Meat: Packing) ......:.:<:....::... 132.7 92.4 92.4a 97.4 
ce Kens 11 Automobiles .......00..000.000. 62.2 36.9 36.9a 37.5 13 Metals, non-Ferrous............ 299.7 171.1 W7l.la 177.0 
‘ ; 3 Baking (1926 Cl—100) .. 26.0 20.2 20.2a r1 We MOND cos6c8s. 3 cieccsctasctecass 44.0 32.7 33.2 34.9 
ore 3 Business Machines ............ 360.3 268.6 268.6a 279.9 Ae WOTONGUI 2 ois ciececcesssscesests 227.0 173.8 173.8a 180.5 
F 50% 2 Bus Lines (1926 Cl—100) 229.9 164.6 164.64 172.0 20 Public Utilities 0... 165.5 113.7 113.7a 117.7 
ANGROMICAIG. | Sic cseistsccnvceccciee 290.2 226.1 226.la 232.8 5 Radio (1927 Cl.—100)...... 42.0 21.4 21.5 21.4¢ 
2 Coal Mining .......... 32.4 19.6 19.6a 20.8 8 Railroad Equipment .......... 110.6 70.9 70.9a 73.0 
4 Communication 99.7 57.6 57.6b = 61.3 22 Railroads ............. Meee he . 40.8 23.0 23.0a 23.9 
ederal 13 Construction .......... 85.1 57.8 57.8a 60.4 EL nl ee nee tae 56.7 29.2 29.2a 30.8 
sy de- BR GCORFAINOIS, fevcssccsncaccescenes . 462.6 316.7 316.7a 330.0 2 Shipbuilding .2......00.cccc. 178.8 117.7 118.7 117.7a 
er 8 Copper & Brass ................ 141.8 95.0 95.0a 100.0 DS SotP DFIWKS. ..n..cc.ccesccccacssscs ARO 479.7 479.7a 479.7 
2 Dairy Products ou... 81.5 64.6 65.3 67.3 42 Stoel & leet -.....0...¢secc00s: 149.3 110.7 110.7a  =—-:4:14.3 
es ac- 5 Department Stores ............ 132.9 85.9 85.9a 86.4 k kU 0 else en 88.9 62.1 62.1a 65.9 
points 5 Drugs & Toilet Articles...... 277.4 194.8 203.4 ati 7. p11 ||" RE Soe eee ena 295.3 236.9 236.9a 243.9 
sane 2 Finance Companies .......... 313.9 204.1 204.1c 215.7 CR i tink 189.7 126.7 «127.7 «128.9 
wre ABOU TONANGS. (crc sscssineas 236.4 191.3 191.3a 196.3 3 Tires & Rubber ................ ; 51.9 38.5 38.5a 41.0 
P 2° Food Stores *...2iacmik.ax 100.3 73.8 75.8 75.5 ULC LEC eae epee mea 99.6 77.7 77.7a 78.1 
pom RUE TUE OS Gcc csctcires see enews 125.8 82.6 82.6a 86.6 2 Variety Stores ooo... 399.3 309.2 313.1 334.7 
vill not 3 Gold Mining ...............c000 1346.1 791.7 791.7¢ 810.4 18 Unclass. (1945 Cl—100).. 116.1 87.2 87.2a 87.7 
New LOW since: a—1945; b—1944; c—1943. 
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Trend of Commodities 





After fluctuating in a narrow range for more than a 
month the Dow-Jones index of commodity futures broke 
out on the up side and went into new high ground. The 
strength was due a!most entire'y to cotton which reached 
the highest levels since 1920. Cotton mills were fixing 
prices against goods to be sold at the higher ceiling prices 
for October. Ceiling prices in any one month are now 
based on the prices of cotton futures during a two-week 
period of the preceding month. Grain prices were higher 
early in the period in anticipation of the removal of meat 
ceilings. They declined later on when the President came 
out strong in support of Mr. Porter in maintaining meat 
ceilings. 

After a rather sharp decline in the Bureau of Labor 
Statistics weekly index of wholesale prices, due to ceilings 
on meat products, the upward trend was resumed. We 
have not heard of any price decline in an important com- 


modity. Meanwhile the OPA continues to grant price in- 
creases on hundreds of sma'ler items. Harvesting of a 
record corn crop may bring some easing in cash prices for 
feed grains, but this pressure will only be temporary. We 
can see nothing in the picture but a slow and steady rise 
in commodity prices for the balance of the year at least. 

It would appear that the Administration has taken a 
strong stand in favor of labor over the farmer. Secretary 
Anderson made an important speech in which he states that 
they had no intention of raising ceilings on farm prices. 
The following day, President Truman stated that ceilings 
on meat would not be raised. Labor troubles are on the 
increase again and we yet have seen no statement to the 
effect that wage rates are high enough and that no in- 
creases will be granted. The best thing for the country 
today would be a hands-off policy a'l around with the law 
of supply and demand free to operate. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. ! Mo. 3 Mo. 6 Mo. 1 Yr. Dec. 6 

, Sept.28 Ago Ago Ago Ago Ago 1941 

28 Basic Commodities ........ 243.3 238.8 241.0 198.3 190.2 185.1 156.9 
11 Import Commodities *... 225.7 219.2 220.8 171.9 170.7 168.9 157.5 
17 Domestic Commodities.. 255.4 252.4 255.1 217.6 203.9 196.4 156.6 


Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 

Sept.28 Ago Ago Ago Ago Ago 194I 
7 Domestic Agricultural.... 294.3 290.3 318.6 256.5 239.3 227.0 163.9 
12 Foodstuffs 304.0 294.0 302.2 226.8 216.6 209.1 169.2 
16 Raw Industrials 205.7 204.1 203.2 179.1 172.3 168.8 148.2 








RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 


1946 1945 194419431941 1939) 19381937 
High .... 1202 958 945 92.9 85.7 783 65.8 93.8 
BOM, eocsscssns 9.5 936 91.8 89.3 74.3 61.6 57.5 647 


COMMODITY FUTURES INDEX 
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COMMODITIES INDEX 
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Average 1924-26 equals 100 


1946 1945 1944 1943 1941 1939 1938 1937 
ightencs: 125.45 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
LOW cicseses 104.2! 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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COMMODITY HIGHLIGHTS 


FLAXSEED .. . World flaxseed production in 1946 will be the smallest since 
the short crop of 1944. Thus there will be no relief from the scarcity of drying 
oils so urgently needed by the paint industry. . Estimates of production in 
various parts ot the world are as follows: 

(thousands of bushels) 





1935-39 Average 1945 1946 
North America’ 12,700 45,500 32,800 
Europe 9,400 8,000 8,000 
Asia 20,400 17,500 16,500 
Atrica 590 310 260 
South America 64,200 43,300 50,300 
Est.mated Wor!'d 136,800 135,100 132,300 


The decline in United States production is mainly responsible for the lower 
world total. The laiest estimate calls tor some 23 million bushels, compared 
with 36 million a year ago. The paint industry will find it extremely ditficult 
to meet the demand, since substitute ois are just as scarce as linseed, 


SILK ... The domestic silk trade has been calling for a change in the method 
by which ihe Government was disposing of its raw silk holdings. In the earlier 
months the ‘Government had been selling by means of sealed bids. In the 
second half of September the auction method was adopted and this proved 
highly successful. The USCC will use this method again in October. In spite 
of more active participation on the part of the trade, prices were generally 
lower in September than in August. The average price was around $9.30 
compared with $9.71. Prices on some of the more desirable grades were 
higher, 

Recovery in the silk industry in Japan is continuing at a slow but steady 
pace. There is a shortage of labor, a shortage of food, and a lag in con- 
struction work. In spite of these handicaps silk production in Ju'y was 8,548 
bales, an increase of approximately 25 per cent over June's output. The esti- 
mate for September is 11,000 bales. The United States is in a position to use 
all of the silk Japan can turn out in the near future. As the a increases, 
however, the price trend should be lower. 


WHEAT ... The farmers of the middle west have just completed harvesting 
the largest wheat crop on record. Under normal conditions the price would 
be sharply lower, especially during the harvesting period. This year's prices 
have actualy advanced. There are a number of reasons for this. First, there 
has betn a shortage of boxcars and this has prevented any heavy movement 
of cash grain to market. Second, restrictions on flour have been removed and 
mills have been buying wheat to build up their depleted stocks. Third, and 
most important, is the CCC export purchase program. 

Wheat above $2.00 a bushel is very high and cannot remain long at that 
level. The year 1947 should witness a very sharp decline in wheaf prices. Our 
supply may be slightly larger than this year's, while both domestic and export 
demand will be sharply lower. 


EGGS ... In the August I7 issue we presented a detailed ana'ysis of the egg 
situation. We pointed out that egg futures was the only commodity to decline 
during July when the OPA ceilings were off. Futures were selling below 38c 
and we predicted that they would again cross the 45c level. That prediction 
was realized on September 25 when the November contract sold at 46.25c. 

Since that date the market has again had a sharp break due to the thought 
that ceiling prices on meat would be removed and that the demand for eggs 
would slacken. There is no question but that egg consumption would be less 
if meats were plentifu', but egg prices wil not decline much. Meat prices in a 
free market will be very high and egg prices would still be relatively cheap. 
Practical'y all foodstuffs are selling much higher than they were a year ago and 
yet egg futures are still below last year's top of 47.20c. 

There are more eggs in storage than there were a year ago, but these 
are being withdrawn at double last year's rate. By the end of the year the 
storage stocks will be around the lowest on record. Egg production has been 
declining for several months and is now running about 8 per cent below a 
year ago. The Department of Agriculture is predicting that the 1947 output 
will be from 6 to 9% below 1946. 

One factor must be considered in relation to farm prices and that is the 
requirement that the Government support prices at 90 per cent of. parity. 
During the 1947 flush season the Government support price will be around 
35c per dozen, compared to 29c this year. Thus, there is no indication of any 
easing in the egg supply situation at this time. 
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SCHENLEY DISTILLERS CORPORATION 
NOTE—From time to tune, im this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. Thie ie num. 
ber 144 of a series. 

SCHENLEY DISTILLERS CORP. 


At Ease 


By MARK MERIT 

After many years of faithful service 
with our company, “rop’” iwluenzen- 
mauier nas retired to a lite of ease and 
assured security—thanks to the Schen- 
ley Retirement and Benefit Pian. Pop 
is “getting on,’ and I was very much 
interested in discovering how he is em- 
p.oying his well deserved retirement, 
and what it is doing for him—because 
he has had a very active life. 

Well, when I visited him down in 
Cincinnati I said, “Pop, how’s it going; 
how does it feel to be a man of leisure; 
and how does it feel to be able to for- 
get the tinkle of the alarm clock?” And 
Pop said, “well, I’m taking it easy; 
just puttering around a little bit ‘to 
keep my hand in.’ Oh, yes—the alarm 
clock. You know, for awhile I kept set- 
ting it at my usual waking hour—5:30. 
When it went off I’d just say, ‘Aw, 
shut your mouth’; then I’d turn over 
and go back to sleep late... till 6:30.” 

As our visit progressed, I began to 
see some of what Pop termed “easy 
putterings”. He proudly showed me his 
rock garden. There was a new sloping 
terrace of rocks, with over a hundred 
rock-garden flowers, which he planted. 
Then, looking around, I remarked, 
“say, Pop, I don’t remember this re- 
taining wall—when did you have this 
built?” Pop gave me a disappointed 
look—and said, “what do vou mean— 
did I have this built? I built it myself, 
in my spare time since retiring.” After 
which he exhibited a half dozen other 
projects reauiring time, skill and labor, 
in the making, during his life of 
“aace ” 

Which reminds me of the story of 
the old fire horse who, after many 
years of faithful service, was put out 
to pasture and then—one dav—when 
the wind was just right, he heard the 
sirens and the clane of fire envines a 
considerable distance from where he 
was nibbling the tons of Inscinus Ken- 
tucky bluegrass. That old fire horse 
had memories. He raised his head. as 
though he had a check-rein on him 
again. gave a snort, sathered all of 
his strength and leaved over the rails, 
and was on his wav hack to his old 
fire house. He heard the call and an- 
swored it. 

I’m sure “Pon” Muenzenmaier 
pauses, now and aeain. encks his head 
tn one side and listens. Von e®n wacer 
that if he hears the call. hel] answer 
it—~otiroment or no retirement. 

All of which elicits the remark 
“Don’t sell an old’ fire horse short.” 


FREE— 
96-Page Book 
containing reprints of 
earlier articles on various 
subjects. Mail coupon to 
MARK MERIT OF SCHENLEY 
DISTILLERS CorP., Dept. 
15A, 350 Fifth Avenue, 
NooOKs BN Xk. 























reassure / Island 


of 1946 


In this year of shrunken values, qual- 
ity is itself an Aucomparable treasure. 
That’s why the famous rums of this 
tropic island are more of a treasure 
than ever Before. Still manufactured 
by the péinstaking pot-still process 

. stillAinder rigid centralized super- 
vision/ . . still backed by centuries- 
old rfaditions of Empire integrity— 
you/can be sure of priceless quality 
whén, regardless of type or brand, 


ygu specify 


JAMAICA 
RUMS 


PICTURED ABOVE: ‘The Jamaica Highball 
—a tall & mellow favourite. Pour a 
Jigger f Jamaica Rum over cubes of ice 
and fill glass with soda water. Also 
delightful with dry ginger ale. 


THE SUGAR MANUFACTURERS’ ASSOCIATION 
(OF JAMAICA). LTo., KINGSTON, JAMAICA, ’B. W. t, 
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Why You Should 
Watch the Watch Cos. 





(Continud from page 42) 


came to $2.98 per share in 1945 





and during the six months ended 
June 15, 1946, when reconver- 
sion difficulties were serious, net 
of $1.17 per share was reported. 
With working capital of $9 mil- 
lion, the financial status of the 
company is strong. 





General Mills Study in 
Far-Sighted Management 





(Continued from page 31) 
check control is the fabric selector 
dial, located high on the front 
handle. It shows exact tempera- 
tures as well as fabric settings. 

Mechanical division was an oft- 
shoot of a one floor machine shop 
operated by the company, which 
was expanded as a result of the 
war to produce in excess of $29 
million of torpedo directors, gun 
sights, computing devices, radar 
control equipment and other high 
precision instruments for the 
Army and Navy. Other house- 
hold appliances to be introduced 
shortly include pressure sauce- 
pans, coffee makers, etc. In addi- 
tion to home appliances, the plant 
is currently turning out graphic 
arts machinery for printing firms, 
can making equipment for several 
large can companies, helicopter 
transmissions for aircraft manu- 
facturers and other precision de- 
vices for a wide variety of indus- 
trial customers. The plant also 
manufactures special processing 
equipment for the company’s own 
flour mills and cereal plants. One 
of the men instrumental in devel- 
oping the new line of appliances, 
is Maurice H. Graham, 58-year 
old Minnesota inventor who holds 
some 200 patents. Before join- 
ing General Mills, Graham’s most 
notable contribution to the home 
appliance field was his work in 
perfecting the “Toastmaster” for 
which he has some 16 patents. 


| Another important activity of the 
‘mechanical division is the devel- 


opment and manufacturing of 
special processing and packaging 
equipment for General Mills own 
plants and research facilities. 


Improvement and Expansion 
Program 


Rehabilitation and _ improve- 
ments of present properties and 
equipment, and construction of 
new facilities, will require a fixed 
investment of approximately $22 
million’ over a five year period, 
which program has been approved 
by the board of directors. The 
program includes major projects 
as the new cereal plant at Lodi, 
California, a new flour mill at Los 
Angeles, complete remodeling of 
the Hodgson Building in Minne- 
apolis for the general offices of the 
company, the refining, processing 
and chemical plants previously 
mentioned and other facilities. In- 
creased use of mechanized equip- 
ment is also planned, since it is 
recognized that power is one of 
the few commodities which has not 
only shown no increase in cost but 
has actually shown a decrease in 
recent years. Proposed chemical 
plant to produce fatty acids and 
derivatives will be an important 
factor in the company’s future 
operations. These acids comprise 
a group of organic acids present 
in combination with glycerine in 
all animal, vegetable, and marine 
fats and oils. Company completed 
negotiations with Armour & Co. 
for hcensing under certain pat- 
ents pertaining to fatty acid frac- 
tionation. 

The fatty acid industry is con- 
cerned with the recovery, purifi- 
cation, and isolation of the organ- 
ic acids present in the various 
natural fats and oils. It also en- 
compasses the conversion of such 
organic acids to a large number 
of their derivatives. Products 
arising from the proposed plant 
will be used in the paint, varnish, 
and synthetic resin industries ; in 
the textile, rubber and _ lubrica- 
ting oil industries; and in the 
production of other chemical in- 
termediates. 


Research and Development 


Company maintains large re- 
search laboratories in Muinnea- 
polis and upon completion of ex- 
pansion program will include 
machine shop, polyamide resin 
plant, special unit for chemical 
engineering research, business ad- 
ministration building, drafting 
quarters and products control 
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One big reason for this was that the 
average car on the road today is over 
eight years old. 


Naturally, overage cars are apt to 
develop mechanical defects. That’s 
why you should have your car checked 
as soon as possible—especially if it’s 
a prewar model. 


The most important things to have 
checked are your tires, brakes, lights, 
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steering mechanism, windshield wipers, 
stop lights, and horn. 


You'll find Gulf stations ready to 
check and service your car, ready to 
help you prevent accidents. And if it 
isn’t convenient to take your car to a 
Gulf station, we urge you to take it 
to your local garage or to a station of 
any other reputable company. 


Other companies, like Gulf, are 
doing their best to encourage safer 
motoring. 


And even though your car has been 
checked, remember that there are un- 





Bumper Crop, Coast to Coast 


OU MAY NOT REALIZE IT, but in 
the first seven months of this year, 
18,280 people were killed in highway 
accidents, and 640,000 were injured. 


fortunately many others on the road 
that haven’t been. Therefore, it’s ex- 
tremely important for both motorists and 
pedestrians to be careful, to keep alert, 
and to.obey traffic laws to the letter. 
Your life may well depend on your do- 
ing so. 


In the interest of safer motoring, this advertisement is published as a pubic service by the Gulf Oil Corporation. 
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Dividend 
Notice \7 3 


BURLINGTON 


MILLS CORPORATION 


September 
25, 1946 


The Board of Directors of this Corporation 
has declared the following regular and 
extra dividends: 


4% CUMULATIVE PREFERRED STOCK 
$1 per share 


3Y%2% CUMULATIVE PREFERRED STOCK 
87 cents per share 


3¥2% CONVERTIBLE SECOND 
PREFERRED STOCK 
87 Ya cents per share 


COMMON STOCK ($1 par value) 
25 cents per share 


COMMON STOCK (extra dividend) 
25 cents per share 


Each regular dividend is payable Decem- 
ber 2, 1946, to Stockholders of record at 
the close of business November 7, 1946. 
The extra dividend on the common stock 
is payable November 15, 1946, to Stock 
holders of record October 21, 1946. 


WILLIAM S COULTER, Secretary 














LEE RUBBER & TIRE 
CORPORATION 


REPUBLIC RUBBER 
INDUSTRIAL RUBBER PRODUCTS 
Youngstown, Ohio 


LEE TIRE & RUBBER CO. of N.Y., Inc. 
TIRES, TUBES & SUNDRIES 
Conshohocken, Pa. 


The Boerd of Directors has this 
dey declared the regular quarter- 
ly dividend of 50c per share 
on the outstanding capital stock 
of the Corporation payable 
October 28,1946, to stockholders 
of record at the close of business 
October 15, 1946. Books will 
not be closed. 





A, S. POUCHOT 


September 26, 1946 Treasurer 


NATIONAL DISTILLERS 


PRODUCTS CORPORATION 


The Board of Directors has declared a regular 
quarterly dividend of 25¢ per share and an 
extra dividend of 25¢ per share on the out- 
standing Common Stock, payable on November 
1, 1946, to stockholders of record on October 
11, 1946. The transfer books will not close. 


THOS. A. CLARK 
TREASURER 








September 26, 1946. 











Electric Bond and Share Company 


Preferred Stock Dividends 
The regular quarterly dividends 9f $1.05 
per share on the $6 Preferred Stock and 
$0.8744 per share on the $5 Preferred Stock 
of the Company (such stocks having been 
modified as.to dividend rates and other- 
wise as of November 23, 1945, in connec- 
tion with a $30 per share capital distribu- 
tion) have been declared for payment No- 
vember 1, 1946, to the stockholders of 
> at the close of business October 7, 

. 

H. H. DINKINS, 


Jr., Secretary. 








Westinghouse 


PLANTS tm 25 CITHES Orerces Evtarwwetee 


The name that means 
everything in electricity 
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laboratory. The reseach program 
is being constantly expanded, and 
aims of this program include im- 
provement of present products, 
development of new products, 
diversification of operating risks 
and sources of income and the im- 
provement and expansion of the 
company’s profit potential. Re- 
search program is being re- 
appraised from time to time it is 
conducted with specific purpose 
of developing new food special- 
ties, new chemical derivatives of 
vegetable oils, and new mechan- 
ical goods, and including the 
development of the most suitable 
and most economical cartons and 
containers for both new and exist- 
ing products. 


Financial Condition Strong 


Net working capital on May 
31, last amounted to $60,141,000, 
an increase of $12,688,000 dur- 
ing the year. Of this increase 
$10,000,000 came from the issue 
of 3%% per cent preferred stock 
marketed in September 1945 to 
provide additional funds for ex- 
pansion program. Funded debt 
amounted to $9,700,000 and total 
assets aggregated $108,991,064. 
Capital stock consists of 99,997 
shares of 334 per cent cumulative 
preferred stock, 221,473 shares 
of 5 per cent cumulative pre- 
ferred, both of $100 par value 
and 1,995,168 no-par shares of 
common stock. 





Potentials and Problems in 
the Paint Industry 





(Continued from page 29) 


the building industry has enabled 
paint makers to divert larger 
quantities of available materials 
to varnishes and lacquers as well 
as other products for indoor use. 

The rise in cost of basic in- 
gredients which has made ordin- 
ary paint more expensive has in- 
tensified competition from new 
products. These include water- 
mixed paints and_ oil-in-water 
emulsion coatings as well as inter- 
esting plastics. 

In spite of numerous handi- 
caps, the paint industry has made 
remarkable progress this year in 
supplying its customers with bet- 
ter products and in improving fin- 
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: | CONSOLIDATED E 
NATURAL GAS 
- COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 





DIVIDEND No. 6 





| 

| 

| 

| Tue BOARD OF DIRECTORS 
| has this day declared the fol- 
|| lowing dividends on the capital 
| stock of the Company, payab-e 
| on November 15, 1946, to stock- 
| holders of record at the close of 
| business October 15, 1946: 

||  Reevlar semi-annual cash divi- 
| dend of 50¢ per share; and 
| Extia cash dividend of 50¢ per 
| share. 

| Checks will be mailed. 
| E. E. DUVALL, Secretary 
| October 4, 1946 
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27 STOCKS 


Assured of Record 
Earnings This Year 


A New Standard & Poor’s Study 


27 Issues for above-average market 
results. Interim earnings on these 
selected stocks show a definite im- 
provement trend—in some cases as 
much as 100% above same period in 
1945. 
This group has been uncovered by 
our analytical and statistical staff 
after combing the list of all better- 
ade common stocks listed on the 
[ York Stock Exchange. 


A Mail $1 with this ad and your name and 
address for this important study. Af no 








added cost you will get the next 3 issues 
of Poor's Investment Advisory Service. 
Offer open to new readers only. 


POOR’S 
INVESTMENT ADVISORY SERVICE 


STANDARD & POOR’S CORPORATION 
345 Hudson Street, New York 14, N. Y. 
A306—180 


SFP OSV, VU, 
b> ih te th hy 


WHAT NOW 


AFTER 


MARKET BREAK? 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip ‘this 
advertisement, send it to us with 
a list of 7 securities you own. 
We'll tell you whether our strategy 
is to Hold or Switch. No cost 
or obligation. Write Dept. M-44 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office 55 WALL STREET 


New York 





Condensed Statement of Condition as of September 30, 1946 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 








ASSETS 


Cash and Due from Banks and Bankers....... $1,180,300,277 
United States Government Obligations (Direct 





(An Dollars Only— Cents Omitted ) 


oo 


DIRECTORS 


or Bully Guaranteed)... «osc ci os coe ses 2,494,669,000 a ine poser nen 
Obligations of Other Federal Agencies........ 39,669,206 i tll 
State and Municipal Securities.............. 203,342,413 W. RANDOLPH BURGESS 
Other Securities......... ae eens a 102,372,972 View Comte of tet Rages 
Loans, Discounts, and Bankers’ Acceptances. . . 953,063,063 WM. GAGE BRADY, JR. 
Real Estate Loans and Securities............ 3,407,292 | President 
Customers’ Liability for Acceptances......... 10,083,062 
Stock in Federal Reserve Bank... .......... 6,600,000 
Ownership of International Banking Corpora- SOSTHENES BEHN 
& ~ President, International Tele- 
TION... « . Ehoke is neti e)ieiel Siena eis bole ish whe ebm «atin oo eiens 7,000,000 phone and Telegraph Corporation 
ILL i, 9.0 ane a bw dravetiniahs eed ESS 29,467,578 saienes Caneel 
CN 2. io gal can gerd ais wan Watcha vi dete 5,075,410 ee ee 
Chairman of the Board, Electrix 
ba, are Bond and Share Company 
GRD 5 loner en aoe Ao Hon $5,035,050,273 2 eget: 
Pies = GUY CARY 
= ———— Shearman & Sterling & Wright 
EDWARD A. DEEDS 
LIABILITIES Chairman of the Board, The 
P National Cash Regis 
PORCINE arses coh ea pattern earn ater ara haved aes $4,723,043 ,624 Snnanee i tatia 
(Includes United States War eae: ; 7 
Loan Deposit $332,238,497) ' pe sae eee 
Liability on Acceptances and Bills. .$15,099,747 Corporation _ 
Less: Own Acceptances in Port- 
foli . 3,415,969 11,683,778 sg toe ye 
ONO... 6. ee ees ’ ’ ’ ’ Founder-Chairman, Bank 
a ot America National Trust 
Items in Transit with Branches. ........... ai 4,224,488 and Savings Association 
; JOSEPH P. GRACE. JR. 
Reserves for: . President, W. R. Grace & Co. 
Unearned Discount and Other Unearned a 
ER rae ee eee 3,562,686 ee _ 
Interest, Taxes, Other Accrued Expenses, etc. 31,812,607 Mieke Came 
} EG ChTC aE Rae Sen ea er ete Ee gD AG SEER 2,325,000 aiid iiiiaaitaniias 
CC Serer ore cinietianekmnian 
Surplus. CU RARE C TOR GRC RCE RE CO . 142,500,000 Corning Glass Works 
Undivided Profits. ............... 38,398,090 258,398,090 Gisieibiiais te anand 
President, Deering, Milliken & 
J] Se Le ee ECR eR ee ete $5,035,050,273 Co. Incorporated 
Se GERARD SWOPE 
Honorary President, G ] 
Figures of Foreign Branches are included as of September 25, 1946, except icok Gaea — 
those of the Dairen Branch which are prior to the outbreak of the War, 
but less reserves. REGINALD B. TAYLOR 
$604,653,620 of United States Government Obligations and $4,844,020 of ea ae ee 
other assets are deposited to secure $519,932,393 of Public and Trust Deposits ROBERT WINTHROP 
and for other purposes required or permitted by law. Robert Winthrop & Co. 
(Member Federal Deposit Insurance Corporation) * | 
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Now 
in the making— 


six 


transeontinental 


Speedliners 


HE OLyMPIAN H1awaTuas, as these 
brand new Milwaukee Road trains 
will be called, are to be placed in serv- 
ice next year betwéen Chicago-Milwau- 
kee-Twin Cities and Seattle-Tacoma. 
Incorporating many unusual mate- 
rials and devices, these trains will be 
packed with fresh ideas and conven- 
iences for coach and sleeping 










the all-room sleeping cars, including 
the unique Sky-top Lounge, is steadily 
progressing in the Pullman shops. 

In designing and building the OLym- 
pIAN H1awatuas, The Milwaukee Road 
has drawn upon its long experience in | 
operating transcontinental and super- | 
speed trains. We are confident the new 





car passengers. Work on the 
advanced-type trucks and car 
bodies is nearing completion at 
The Milwaukee Road’s modern 
manufacturing plant at Milwau- 
kee, Wisconsin. Construction of 





NEW SPEEDLINERS 





Chicago Seattle-Tacoma 


units will take a distinguished | 
! place among the fleet of Hiawa- | 
thas which have made so many | 
brilliant contributions to rail 
progress. F. N. Hicks, Passenger | 
Traffic Manager, Union Station, 
Chicago 6, Illinois. 








THE MinwauKkeEe Roap 


Only railroad all the way between Chicago and the Pacific north coast 


ancial results. Leading factors in 
the industry are old established 
concerns. For the most part, they 
have been able to operate profit- 
ably even in periods of relatively 
poor business. The outlook for 
the coming year is promising. 
There is no question but that de- 
mand will be sufficient to assure 
sale of all paint that can be pro- 
duced. The primary problem is 
to obtain sufficient necessary raw 
materials. 

Sherwin-Williams Co. is re- 
garded as the largest factor in the 
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paint and varnish business. Like 
many of its competitors, this com- 
pany is engaged in producing 
products other than paint. Sher- 
win-Williams has placed greater 
emphasis on chemical lines and 
produces insecticides and disinfec- 
tants. Operations include produc- 
tion of ‘pigments and other essen- 
tial materials. This activity tends 
to strengthen the company’s com- 
petitive position. Sales this year 
are understood to have compared 
favorably with the previous year. 
and earnings are estimated to 
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have run well ahead of the $7.17 
a share reported for the fiscal 
year ended August 31, 1945. 


National Lead Co. is one of the 
principal producers of paint and 
other materials in which lead is a 
basic ingredient. The company 
is generally regarded as primar- 
ily a producer of paint materials, 
but its other products contribute 
substantially to total sales which 
in recent years have ranged 
around $150 million or more. Dis- 
ruption of general manufacturing 
lines in the first half of the year 
contributed to a small shrinkage 
in this company’s sales, but earn- 
ings in the first half came to about 
$1.30 a share which compared 
with $1.45 a share for all of 1945. 
With improvement in general 
conditions in the last half, the 
company should be in position to 
show earnings approaching $3 a 
share. 

Pittsburgh Plate Glass Co. is 
one of the leading producers of 
paints, varnishes and enamels for 
the industrial market. In _ the 
past, the building and automotive 
industries have accounted for a 
large portion of paint business, 
but the management has been en- 
deavoring recently to develop a 
larger volume of business from 
dealers serving individual con- 
sumers. ‘This company also has 
diversified its operations by en- 
gaging in production of plate 
glass which goes primarily to the 
building and automotive indus- 
tries. Labor difficulties which 
hampered production of motor 
cars early in the year may explain 
the relatively small increase in 
earnings in the first half of the 
year. New plant facilities are ex- 
pected to permit enlargement of 
production of chemicals as well 
as paints and window glass and 
total sales this year are expected 
to run well ahead of the $144 mil- 
lion reported for last year. Net 
profits should show a satisfactory 
increase in spite of higher operat- 
ing costs. 

_ The Glidden Co. is another rep- 
resentative of the industry which 


depends in large measure on 
products other than paint. Both 


its food and paint divisions have 
enjoyed strong consumer demand 
this year. Sales volume increased 
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steadily while materials were 
available in the early part of the 
year and net profits for the six 
months ending April 30 amounted 
to more than $2 a share or virtu- 
ally double the figure for the cor- 
responding period a year ago. In- 
dications are promising for con- 
tinued good demand and for sat- 
isfactory profit margins while 
volume of business is sustained. 
Devoe & Raynolds is one of the 
oldest concerns representing the 
paint industry but its volume of 
business is smaller than that of 
principal competitors. ‘This con- 
cern produces a wide range of 
products designed primarily for 
distribution through dealer or- 
ganizations. Products include 
varnishes, enamel and floor stains 
as well as artists supplies and 
house paint. In recent years, 
products have been marketed 
through one of the large mail or- 
der houses. Sales have increased 
this year and earnings for the fis- 
cal year ending November 30 are 
expected to enjoy substantial in- 
crease over the $1.37 a share on 
the Class A stock for last year. 





Silver Regaining World 
Importance 





(Continued from page 21) 
Spain and Iran will probably 
make the best of the present high 
prices and dispose of them. This 
will leave silver as a monetary 
metal only in the United States, 
Mexico, Saudi Arabia and per- 
haps Ethiopia. 

World Silver Production 

(In millions of ounces) 


1937-39 1943 1944 1945 
United States 67 45 37 28 
Canada 24. 18 15 14 
Mexico 80 71 63 60 
Peru 19 15 12 12 
Bolivia 7 7 7 6 
Other 
Latin American 10 6 7 ( 
Australia 15 8 6 6 


Sub-total 222 170 147 133 


Japan & Korea 13) 
) 
Europe 15) 20(e 20(e 20(e 
) 
India and Burma 6) 
All others 7 
Grand total 263 190 167 153 
e) estimated. 
Source: Handy & Harman, Economist, 


American Bureau of Metal Statistics, and 
Engineering and Mining Journal (D. H. 
Leavens). 
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WE’RE HANDLING 142,000,000 
LOCAL CALLS A DAY 


That’s 25,000.000 more than a year ago—and an all-time 
d Oo 


| high. 


It didn’t seem possible that available equipment, with such 


additions as we could make, could be stretched to handle an 


increase like that. But it’s been done despite shortages of 
materials and other handicaps. Best of all, service keeps on 


being good on most calls. 


There are delays once in a while but we’re doing our best 


to make them fewer and fewer. 


Service will be better than 


ever as soon as new equipment can be made and installed. 


} 


Uses of Silver in the United States 
(Other than coinage) 
(In Millions of Ounces) 


1943 1944 1945 1946 

(est. ) 

Sterling silverware 17 18 27 70 

Plated ware 1 2 2 5 

Nitrate of silver 21 25 27 20 

Jewelry na. n.a.  n.a. 12 

Mise. industrial 78 80 84 28 

Total 120 125 140 135 
n.a.—not available. 

Source: Handy & Harman, Silver Users 


Association, U. S. Mint and others. 


BELL TELEPHONE SYSTEM 











Labor Outlook for the 
Business Period Ahead 





(Continued from page 15) 


with wages - and - hours only a 
secondary factor. However, as 
unionization gained ground, the 
strike motive shifted toward wage- 
and-hours demands. While exact 


55 





data are not available since 1944 
(the latest date on the accom- 
panying chart) the basic pattern 


half of all strikes today have their 
origin in wage and hour causes, 
while only 16% are concerned 


is probably not much changed 
since that year. 


with unionization. 
Thus, nearly 


But it is also 
note worthy that the “miscellan- 














THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 
STATEMENT OF CONDITION, SEPTEMBER 30, 1946 








RESOURCES 
Cash and Due from Banks . . . . $1,117,906,752.69 
U.S. Government Obligations. . . 2,388,788,164.93 
State and Municipal Securities. . . 159,182,713.24 
Ocher Gecutities 2. 2 2 6 «* 182,488,946.22 
Loans, Discounts and Bankers’ 

Acceptances . . « « «+ « « «© 1,087,026,158.95 
Accrued Interest Receivable . . . 11,908,087.96 
Mortgages . . - «© «© © « « « 7,951,334.84 
Customers’ Acceptance Liability . . 10,447,370.26 
Stock of Federal Reserve Bank .. , 7,500,000.00 
Banking Houses . . . «© + «© « 32,944,779.34 
Other Real Estate. . . © « «© 1,507,295.65 
MOtherAssets 5: « «© « « « <« 2,783,923.52 

$5,010,435,527.60 








LIABILITIES 





Capital Funds: 
Capital Stock. 
Surplus. 


Undivided 
Protts: « 4. « 


. $111,000,000.00 
139,000,000.00 


62,102,303.58 





$ 312,102,303.58 


Dividend Payable November 1, 1946 2,960,000.00 
Reserve for Contingencies . . . 15,144,344.13 
Reserve for Taxes, Interest, etc. 14,789,860.79 
Deposits. ». ». + «© « «© «© « «  4642,025,138.07 


Acceptances 
Outstanding . 
Less Amount 

in Portfolio 


- $ 15,714,674.17 


_3,896,411.08 


Liability as Endorser on Acceptances 
and Foreign Bills . . . . 


Grserdgabilies «4. ..<«.s« «< «.% 


11,818,263.09 


. 1,813,358.49 
9,782,259.45 














$5,010,435,527.60 





United States Government and other securities carried at 
$660,464,340.00 are pledged to secure U. S. Government War Loan 
Deposits of $359,090,263.76 and other public funds and trust 
deposits, and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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eous” causes of strikes has risen 
to about 40%. 


Prominent among these “mis- 
cellaneous” causes are such fac- 
tors as “sympathy” strikes, and 
“strikes in blocs.” It will do well 
to watch the trend of such dis- 
putes very carefully, for they will 
become more numerous and con- 
spicuous from now on. 


Another danger faced by in- 
dustry is the demand for re- 
opening of wage contracts, in 
various industries, to force wage 
rates still higher on a “cost of 
living” argument. 

Looking ahead to the future, 
where is all this likely to lead? 
How far can labor go, and what 
results are likely to be seen in our 
national economy? At present, 
all one can do is to estimate the 
outcome, based upon certain 
known trends and their likely con- 
sequences. Viewed on this basis, 
the following results are expected: 


1—More strikes and upheavals 
this Fall, especially around elec- 
tion day, and probably directly 
thereafter. Watch for coordina- 
tion of strikes by various unions 
and in key industries. 

2—Rising demand for labor 
legislation. The effect on the 
general public’s nerves and pati- 
ence has been exhausting, and de- 
mand is increasing for stringent 
labor legislation. 

3—Repercussions in the politi- 
cal realm. The recent Truman- 
Wallace showdown widens the 
breach in the Democratic party 
between the old-line factions and 
the left-wingers. Emergence of 
a third party is being talked 
about, and if this should eventu- 
ate, it would greatly aid the Re- 
publicans and conservative Demo- 
crats, and probably hasten anti- 
strike legislation. 

4—Labor attitude in event of 
business decline. In thé event of 
a slackening in business activity, 
demands of organized labor will 
probably be greatly modified. 
However, there will be tremend- 
ous efforts to consolidate “‘labor’s 
gains” and to hold as far as pos- 
sible the wage rises and other con- 
cessions. 
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Significant Changes in Plant 
Expansion Program 





(Continued from page 12) 


ated as are announcements of 
contemplated improvements. Ac- 
cordingly, many retrenchments 


which may have been approved 


by managements in recent months 
probably remain undisclosed. Un- 
doubtedly in most cases, manage- 
ments hope to reinstate plans 
when material shortages are alle- 
viated and when construction 
costs are deemed reasonable. 
Hence, it may be stretching a 
point to imply that such projects 
have been entirely discarded. 

Much has been said about ris- 
ing costs as a brake on new build- 
ing. Prices of building materials 
and labor costs have increased re- 
cently substantially less than at 
the close of the previous war ir 
1918. It is estimated that except 
for lumber, building material 
prices have advanced only about 
32 per cent since 1939 compared 
with a climb of about 90 per cent 
in the previous war. ‘T'wenty-five 
years ago, voluntary price con- 
trols and federal restrictions on 
building were removed at the end 
of the war and some eighteen 
months later, prices of supplies 
on the average were up more than 
200 per cent above the level for 
1914. Continuance of OPA price 
controls in the situation is gener- 
ally held at least partly respon- 
sible for the scarcity of lumber 
and other urgently needed mater- 
ials. 

Aside from lumber, steel prob- 
ably is the material in shortest 
supply that tends to retard build- 
ing construction. Production of 
steel has increased rapidly since 
settlement of labor difficulties 
arly in the year but handicaps 
have recently been encountered in 
a shortage of pig iron and scrap: 
As a result of increased output of 
steel, the tight situation in wire 
nails has eased somewhat. Al- 
though shipments recently reach- 
ed a new high record, they still 
fall short of estimated demands 
for the remainder of 1946 as well 
as for 1947 by as much as 5,000 
tons a month, it is estimated by 
government authorities. 
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These great coiled ribbons of steel— 
gleaming bright after their-long trip 
through the Armco mills—might be 
the start of new refrigerators or other 
home, farm and industrial products. 

Here is steel that started its career 
as a special prescription. The manu- 
facturer told us just what he needed 
te give beauty of finish, strength, 
serviceability to his product, and we 
prescribed the mill processing to 
make the kind of steel that does the 
job best. 

At the Armco mills every order 
travels on an individual “‘ticket.”’ The 
routing order may call for a trifle less 
annealing, a bit more temper rolling. 
a different sequence of operations . . 


150-ton prescriptions! 


«any one of a hundred or more differ 
ent routings available. 

Individual treatment of orders is 
only one of many Armco methods 
that help manufacturers provide more 
attractive, longer lasting sheet steel 
products. Research has made Armco 
the leader in the field of special- 
quality sheet steels. 

Armco research, manufacturing 
skill and product development are 
looking to the future . . . improving 
sheet steels for easier, more econom- 
ical fabrication and _ better, more 
widely useful products. The Ameti- 
can Rolling Mill Company, 651 
Curtis St., Middletown, Ohio. Export: 
The Armco International Corp. 


=r ye 
pRMCO THE AMERICAN ROLLING MILL COMPANY 


V, 


e@ SPECIAL-PURPOSE SHEET STEELS 


@ STAINLESS STEEL SHEETS, BARS AND WIRE 











e 
COLUMBIA 
GAS & ELECTRIC 
CORPORATION 
The Board of Directors has 
declared this day the following dividend: 
Common Stock 
No. 46% 10¢ per share 


payable on November 15, 1946, to holders 
cord at close of business October 19, 
1946. 


October 3, 1946 





Dare Parker 
Secretary 























VHE DUPLAN CORPORATION 


Textile Weavers and Throwsters 


Extra Stock Dividend 
(Common dividends paid each year since 1908) 
STock DIVIDEND of 1 share of com- 
mon for each 50 shares held, to holders 
of record October 11, 1946. Fractional 
shares to be paid in cash, at value 
based on last sale on New York Stock 
Exchange on October 11, 1946. Dis- 
tribution on October 18, 1946. 

L. GORDON HALE, Secretary 
Declared October 1, 1946 
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Have the Forecast Work With You 
To Capitalize on Coming Volatile Markets 





























What Nebswthers Say 


Dr. I. E. K. of Jersey City, N. J. 


“You have served me satisfactorily since Feb- 
ruary 1944. My brothers in Newark, N. J. and 
Reading, Pa., are also subscribers.’’ 


Mr. B. M. of San Bernardino, Cal. 


“The Forecast impresses me with its soundness 
: its businessman’s approach to invest- 
ment.”’ 


Miss E. W. of Xenia, Ohio 


“I have enjoyed your service and prospered by 


Mr. C. C. G. of Oakland, Cal. 


“T am very grateful to you for your excellent 
advice.’ 


Mr. C. W. S. of Puyallup, Wash. 


“Am | well pleased with your investment ser- 
vice. 


Mrs. M. Q. B. of Beverly Hills, Cal. 


“T am really very pleased with your wonderful 
Forecast and should have had it long ago. 


Mr. L. K. S. of Los Angeles, Cal. 


““Have been a subscriber to your service for 
some time and feel your opinions are very 
sound.’ 


Mr. J. W. of Fort Dodge, lowa 


“I have been pleased and satisfied with the 
Forecast over a period of years and will con- 
tinue to be a subscriber.’’ 


Mrs. M. 1. R. of Weymouth, Mass. 


“The Forecast and your personal advices have 
been a wonderful help to me. I have made a 
nice profit.”’ 

. 


Mr. W. S. B. ef Hartford, Conn, 


“May I express my sincere appreciation ot the 
results obtained from the service rendered to me 
during my subscription. It has more *han paid 
tor itself. I feel that the type of supervision 
given by you will be of untold benefit in the 











Reagan eiere the months ahead, we look forward to serving 
you .. . to having you conduct through our definite and continuous 
counsel, a carefully arranged market program . . . and gradually 
establish an investment backlog of securities for growth of your income 
and capital. 


You will be advised in timing your commitments . . . in knowing what 
and when to buy and when to sell . . . when to contract or expand 
your position as we gauge important turning points and market move- 
ments. Further, you will be welcome to our extensive consultation 
service to keep your holdings on a sound and profitable basis. 


The Forecast's Outstanding Record 


In this—our 29th year—we are gratified that the new lower-priced 
Forecast . . . announced 4 years ago . . . is guiding more and more 
investors like yourself throughout the country. We are proud of ... 


1. Its 2000% increase in clientele. You would be a 
member, as far as we can ascertain, of one of the 
fastest growing security services in the country. 


nN 


Its high percentage of subscribers who renew. We 
want to serve you so you will make The Forecast 
a permanent part of your investment program, 


3. Its outstanding record of profit. Every program 
shows profits for the year . . . a record which we 
feel we can maintain and improve. 


There is no service in its field more devoted to your interests . 

better adapted to today’s rapidly changing conditions . . . than The 

Forecast, It is a source of counsel to which you can turn continuously 
. for your protection and profit. 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to November 15th. Mail the coupon be- 
low... today. 








year to come inasmuch as you seem almost | == _ | epee cepviICE TO NOVEMBER 15 -e—a————— —_— = 
psychic in your predictions.” - Ca | FREE SERVICE TO NOVEMBER 15 t ni | 
R | 
oi 

| THE INVESTMENT AND BUSINESS FORECAST | 
1 of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ah 
S / —O | I enclose (J $50 for 6 months’ subscription; (J $75 for a year’s subscription. 
recta rl | (Service to start at once but date from November 15, 1946) 
: SPECIAL MAIL SERVICE ON BULLETINS 

: 0 ths; [] $2.00 (J Telegraph me collect in anticipation of 
MONTHS $50 | = eee A og ly on si de important market tuining points . . . | 
SERVICE | Special Delivery: [) $3.50 six months; when to buy and when to sell. I 
ONT S! \ CL) $7.00 one year. 1 
] " H $75 j= VUName sss ccccwcases sore eens Serie Sislesteisrsieteie ake és Piseloteteafetetersiaiets Rektea eievaretare < | 
SERVICE 
: | Address........+++- sinwtomeiersis arab avardvesosSiais lel ciate iclalase/sicivis's piace leis pissessroieisie-ee-s etoinisiereieie-sjs | 
These rates are scheduled to in- 1 
crease November 15, 1946. Sub- NEG en sitcom a rewios 5 tecsiatecoribieiwe ates Seeebnineaber State..... apie te : Sere 

ipti a at List to 12 of your securities for ous 
coriptane tn Tae Ronson are l Your, bse tian shallot a initial seabed and advisory report, i 
deductible for tax purposes. ss oni seem dm snes ssi: sey i in i  es aal-aae le tha aaa ea a 
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Growth Prospects in 


CHEMICAL 
STOCKS 


Amer.Cyanamid Comm. Solvents 
Air Reduction DuPont de N. 
Am. Agr. Chem. Colum. Carbon 
Dow Chemical United Carbon 
Freeport Sulp’r Davison Chem. 
Int. Min. & Ch. Texas Gulf Sul. 
Newport Indus. US. Ind. Chem. 
Union Carbide Va.-Car. Chem. 
Eastman Kodak Westvaco Chlor. 
Mathieson Alk. MonsantoChem. 


SSENTIAL data on the above 
E active Chemical stocks, to- 
gether with a comprehensive sur- 
vey of the outlook for this steadily 
growing industry, appears in the 
current UNITED Report. 

In addition, our Staff singles out 
3 of these Chemical issues as offer- 
ing outstanding appreciation Qp- 
portunities at current levels. 








For an introductory copy of this 
Report, including our latest Fore- 
cast on Business and the Stock 
Market — 


Send for Bulletin MW-53 FREE! 


UNITED BUSINESS SERVICE 
210 Newbury St. is Boston 16, Mass 

















As I See It! 





(Continued from page 5) 
Secretary Wallace and unbeliev- 
ably realistic reactionary remarks 
like those of Senator Taft. Every 
statement by an important official 
in our government should defin- 
itely be cleared through the State 
Department in order to enable 
our negotiators to carry on as the 
fully authorized representatives 
of our government. We can only 
survive by taking the leadership 
and recognizing that the kind of 
world to arise out of this turmoil 
will depend on both the moral and 
financial strength of the United 
States. 
the steps to maintain our position 
and our new responsibilities, we 
must act now before time runs out. 


If we are going to take 
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Major Angas 
Forecast the Panic 


Although Major Angas cautiously* sold out too soon in the 
late boom, since he rightly considered the boom was highly 
frothy in character and largely in the nature of a “fools’ 
paradise,” it is notable that in the few weeks prior to the 
crash, Major Angas definitely declared “that the market was 
then ripe for a sudden panic.” In fact, his prior bulletin 
(Dow at 197) was entitled, “Ingredients of a Panic—Stay 
Out.” 


It is rare that an investment adviser will risk his reputation 
with such pronounced emphatic views. 


*(Every investment consultant knows that if he advises “All Cash” he 
will halve his own business! ) 
=) 


Major Angas’ clients were completely in cash before the panic .. . fol- 
lowing to the letter his much advertised policy of selling in the booms 
so as to re-buy in the panics. That is strategy, and tactics! But what 
of the future! 
In two bulletins, just off the press, Major Angas gives his views as to 
what he regards as the best and most reasonable answers to the fol- 
lowing puzzling questions: 
1. Have we just seen the climactic end of the shortest bear market on record? 
2. Or was the recent semi-panic merely the first leg of a lengthy new bear market? 
3. How far down might stocks eventually fall, after a rally? 
1. What are the forces making for further declines later on? Os it a new boom 
in the offing? 
- How will the $27,000,000,000 crash in “securities” affect trade? 
- What could turn the current trade boom into a trade slump? 
- What are the 6 Illusions of the Crowd from which the market is still suffering ? 


aAu 


Al 


these provocative questions are given crisp replies. 
e 


The two new Digests (170 and 171) are entitled: 


The Coming Rally 
Bear Market Not Yet Over 


Major Angas also tells investors what to do (a) if they are now stuck 
with stocks: (b) what policy to follow if they want to trade for the 
next intermediate swing. 


He clearly answers the popular questions “Should I sell out? Hold on? Buy more? or 
Institute stoploss orders?” 


He further makes definite suggestions as to WHEN TO SELL in the course of the (com- 
ing) rally. 


This is the sort of Digest that you will want to read at once. The normal price of a 
Digest is $2, but you will receive BOTH the above for $2 [] 
subscription, hereunder. (Cash. Return advt.) 


BIGESES <......:..... ONE YEAR $25 [! 3 MOS. $8 [| 
\ LA: eee ONE YEAR $25 [| 3 MOS. $10 [| 


40% OFF on a “COMBINED” Annual Digest-and- 
Wire subscription. ONLY $30 [| (instead of $50). 


Or, gratis with a regular 


Annual subscribers will also receive, on request only, 
brilliant $5 best seller, “Investment for Appreciation.” 
Digests and Wires issued as market conditions warrant, 


Don’t just buy isolated issues. Subscribe, and follow the developing panorama for 
one year. 


Imaginative minority opinion is usually right in the end. Always read Major Angas, 
particularly when you think he is wrong. 


Major Angas has now hit seven market collapses in a row. His record over the years 
is remarkable despite mistakes in 1937 and 1915. Prior to 1945 he hit nine out of 
ten intermediate swings. No wonder his fame is world-wide as a provocative forecaster. 


Consultation, by appointment only, Two Hundred dollars. 


MAJOR 


MW-1012 


ANGAS 


570 Lexington Avenue 
New York 22, N. Y. 
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W itnout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell vou our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—'‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—"Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—“| wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


INVESTMENT 


Repeating a Special 
Offer At This 


Critical Time 






From New York—"I am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—*“Thank you for your immediate reply, 
including a preliminary analysis of my portfolio, 1 
can honestly say that I am impressed by this report.” 
DD. B..H. 


From Oklahoma—"“Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
it.” O. A. 


From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of. capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—“I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—‘“I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 
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A distinguished 


he Modern Symphony, like its predecessors, is a superb radio- 
new member of the phonograph created with advanced craftsmanship to grace the finest home, 
Even as Magnavox cabinet design is identified with the highest skills in 
fine furniture making, so are its tone quality and performance identified with 
the highest standards in radio. The electrodynamic speaker—invented and 
family introduced by Magnavox over three decades ago—set new standards 
and revolutionized the world of sound. 
Today Magnavox is supreme in its field through its unvarying accent on quality in radio-phonographs, 
speakers and component parts, through electronic contributions invaluable to industry and through its 
sound and economical distribution policy. See and hear Magnavox in America’s fine stores. Compare it with all other 
radio-phonographs—and you'll never be satisfied until you own a Magnavox. 
Modern Symphony in White Oak or Genuine Mahogany. The matching record cabinets hold a total 


of 240 records. The Magnavox Company, Fort Wayne 4, Indiana. 
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YOU'VE GOT TO SPEND MONEY TO MAKE MONEY! 


GEORGE S. MAY COMPANY 


840 N. Michigan Avenue 122 E. 42nd St. 291 Geary Street 660 St. Catherine Street, West 
Chicago 11 New York 17 San Francisco 2 Montreal, Quebec, Canada 


OFFICES IN OTHER PRINCIPAL CITIES 











